707
SEWARD & KISSEL LLP

1200 G STREET, N.W.
WASHINGTON, D.C. 20005

ONE BATTERY PARK PLAZA

WRITER’S E-MAIL TELEPHONE: (202) 737-8833 NEW YORK. NEW YORK 10004

FACSIMILE: (202) 737-5184 TELEPHONE: (212) 574-1200

WWW.SEWKIS.COM FACSIMILE: (212) 480-8421
b
/ﬁ
= RacD 8.B.C. /W
\‘ \i
Vg 05 %
05004706 | ogp - 0 2005

L
February 9, 2005 \\ \‘\
{\ 1088 )

Securities and Exchange Commission
450 Fifth Street, N.W.

Washington, DC 20549

Re: AllianceBernstein Mutual Funds

CGRow 7y ¢ Tweime ¢
Dear Sir or Madam% Favp TN~ Xf

Enclosed please find a copy of a consolidated amended complaint filed on
behalf of Cooper AuCoin, ef al. in the United States District Court for the Southern
District of New York on February 1, 2005 (Master File: 04-cv-4885 (SWK)) against the
AllianceBernstein Mutual Funds listed in Appendix A (the “Funds™) and certain of the

Funds’ affiliated parties listed in Appendix B. The Funds make this filing pursuant to
Section 33 of the Investment Company Act of 1940, as amended.

Singerely,

’wp//m M

Paul I\ﬁ Miller

Enclosure

CC:  LindaB. Stirling r\// pﬁ@@@’
Stephen Laffey \\\ S. ?@




AllianceBernstein Mutual Funds

APPENDIX A

Name Registration CIK No.
No.

AllianceBernstein Growth & Income Fund, Inc. 811-00126 0000029292
AllianceBernstein Health Care Fund, Inc. 811-09329 | 0001085421
AllianceBernstein Disciplined Value Fund, Inc. 811-09687 | 0001090504
AllianceBernstein Mid-Cap Growth Fund, Inc. 811-00204 | 0000019614
AllianceBernstein Real Estate Investment Fund, Inc. 811-07707 | 0001018368
The AllianceBernstein Portfolios 811-05088 0000812015
- AllianceBernstein Growth Fund
AllianceBernstein Select Investor Series, Inc. 811-09176 | 0001062417
- Biotechnology Portfolio
- Technology Portfolio
- Premier Portfolio
AllianceBernsteinTrust 811-10221 | 0001129870
- AllianceBernstein Small Cap Value Fund
- AllianceBernstein Value Fund
- AllianceBernstein Global Value Fund
- AllianceBernstein International Value Fund
AllianceBernstein Premier Growth Fund, Inc. 811-06730 0000889508
AllianceBernstein Quasar Fund, Inc. 811-01716 | 0000081443
AllianceBernstein Technology Fund, Inc, 811-03131 | 0000350181
AllianceBernstein Utility Income Fund, Inc. 811-07916 | 0000910036
AllianceBernstein Balanced Shares, Inc. 811-00134 | 0000069752
AllianceBernstein Blended Style Series, Inc. 811-21081 0001172221
- U.S. Large Cap Portfolio
AllianceBernstein All Asia Investment Fund, Inc. 811-08776 0000930438
AllianceBernstein Greater China *97 Fund, Inc. 811-08201 0001038457
AllianceBernstein International Premier Growth Fund, Inc. 811-08527 0001050658
AllianceBernstein Global Small Cap Fund, Inc. 811-01415 | 0000095669
AllianceBernstein New Europe Fund, Inc. 811-06028 | 0000859605
AllianceBernstein Worldwide Privatization Fund, Inc. 811-08426 | 0000920701
AllianceBernstein Americas Government Income Trust, Inc. 811-06554 | 0000883676
AllianceBernstein Bond Fund, Inc. 811-02383 0000003794
- Corporate Bond Portfolio
- Quality Bond Portfolio
- U.S. Government Portfolio
AllianceBernstein Emerging Market Debt Fund, Inc. 811-08188 | 0000915845
AllianceBernstein Global Strategic Income Trust, Inc. 811-07391 0001002718
AllianceBernstein High Yield Fund, Inc. 811-09160 | 0001029843




AllianceBernstein Multi-Market Strategy Trust, Inc.

811-06251

0000873067

Sanford C. Bernstein Fund, Inc.

- Short Duration Portfolio

- Intermediate California Municipal Portfolio
- Intermediate Diversified Municipal Portfolio
- Intermediate New York Municipal Portfolio

811-05555

0000832808

AllianceBernstein Municipal Income Fund, Inc.
- National Porfolio

California Portfolio

Insured California Portfolio

Insured National Portfolio

- New York Portfolio

811-04791

0000798737

AllianceBernstein Municipal Income Fund II
- Arizona Portfolio

- Florida Portfolio

- Massachusetts Portfolio

- Michigan Portfolio

- Minnesota Portfolio

- New Jersey Portfolio

- Ohio Portfolio

- Pennsylvania Portfolio

- Virginia Portfolio

811-07618

0000899774




APPENDIX B

Affiliated Parties of AllianceBernstein Mutual Funds

Name CIK No. Registration | IARD No.
No.

Alliance Capital Management Holding L.P. 0000825313 | 001-09818 | 106998
801-32361

Alliance Capital Management Corporation N/A 801-39910 | 107445

Alliance Capital Management L.P. N/A 801-56720 | 108477

AXA Financial, Inc. 0000880002 | 001-11166 | N/A

AllianceBernstein Investment Research and N/A 008-30851

Management, Inc.

John D. Carifa, Director

William H. Foulk, Jr., Director

David H. Dievler, Director

Ruth Block, Director

John H. Dobkin, Director

Clifford L. Michel, Director

David J. Robinson, Director

00250.0073 #546500




UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK.

- X
In re ALLIANCEBERNSTEIN MUTUAL
FUNDS EXCESSIVE FEE LITIGATION L
R MASTER FILE: 04-cv-4885 (SWK)
THIS DCOUMENT RELATES TO: All Actions
X

CONSOLIDATED AMENDED (.,OMPLAINT

Plamtlﬂ's by and through their counsel, allege the followmg based upon the mvestigation
of counsel which included interviews with persons with knowledge of the conduct complained
‘of herein and a review of United States Securities and Exchange Commission (“SEC”) filings, as

‘well as other regulatory filings, reports, and advisories, press releases, media reports, news

| ~ articles, academic 1iteraturé, and academic studies. Plaintiffs believe that substantial additional

- “evidentiary support will exist for the allegations set forth herein after a reasonable opportunity

for discovery.

'NATURE OF THE ACTION

1. - Thisis aclass and derivative ‘action based upon the ché:ging of excessive and

: impfoper fees and expenées to AllianceBemnstein mutual fund investors by Alliance Capital
"Maliagement, L.P. (“Alliance”); iheinvcstment adviser of thé Allié.nCeBernstein famlly of.. :
~mutual fimds, and those of its Subsidiaries and affiliates also named herein as Defendants.

. ,Defend'élxi§§ then used these .fecs, in part, to improperly pay and induce brokerage firms to steer

more investors into AllianceBemstein mutual funds (the “AllianceBemnstein Funds” or the

;‘Funds”). As a result of their material omissions and conduct detailed below, Defendants are

liable under the Investment Advisgrs Act of 1940 (the “Investment Advisers Act”); the



- Investment Company Act of 1940 (the “Investment Company Act’;); for unjust enrichment; and
for breaches of their ﬁduciary duties to a class (the “Class”) of all persons or entities who held
one or more shares or other ownership units of AllianceBernstein Funds, as set forth in Exhibit A
hereto; during the period June 22, 1999 to November 17, 2003, inclusive (the “Class Period;’ ,
-and who were damaged thereby. |

2. In essence, Defendants used AllianceBernstein Fund investor assets to pay
kickback.é to brokerages iﬁ exchange for fhe brokerages steering their clients into
AllianceBernstein Funds. Defendénts referred to this as buﬁrig ‘;shelf-space” at the brokefages
‘where they made undiscloséd'and impropéf payments to brokerages including Morgan Stanley,
.b‘Salomon Smith Bamej, Wachovia Securities, Chase‘ Investment Services, and UBS Financial
_ Serﬁces to induce them to direct investofs into Allia.nceBerﬁsfein Funds. In addition,

- Defendants paid brokerages to push AlﬁaﬁceBeﬁlstein Funds through the use of directed
brokerage -- awarding a brokeragé firm the bﬁs‘iﬁess, and resulting commissions, of conducting n
transactions of the fund’s underlying securities. Then, once invested in one‘o‘r more of thé |
AllianceBemstein Funds, the investors were charged and paid undisclosed fees to Defendants
that were used improperly by Defendants to-‘péy brokers to‘p};sh-Al‘lianéeBe'rnSt”eiﬁ‘Funds"dn’ stll -

: inore investors in order to increase the level of investments in AllianceBernstein Funds. |

- -3 Alliance was nidtiyated to engage in this undisclosed plan of charging ekces{sivg E
fees to Fund investors to capifahzﬁ'oﬁ Defendants’ schemevto induce brokers to stecr investors
iﬁtoﬁllianceB’emstein F unds The feés Alliénce collected for managing and advising t‘he'
AllianceBernstein Funds were calculated as a percentage of the Funds’ value and, therefore,

increased as the assets invested in the AllianceBernstein Funds grew. While Alliance thus
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.

benefited from the ihcrease in Fund assets, neither the Funds nor the Fund investors benefited

~ from expanding the size of the Funds.

4. Defendanfs’ practice of charging excessive fees and commissions to
AllianceBernstein Funds investors to pay and induce brokers to steer investors ihto
AllianceBemstein Funds necessérily created material insurmountaﬁle conflicts of interest for the
brokers who were purportedly acting in the best interests of their cﬁénts —but, in fact, were only
concerned with their pay-qffs from Alliance. |

5. The practice of charging excessive fees and commissions also created material

“insurmountable conflicts of interest for the investment advisers to the AllianceBemstein Funds

who had a 'duty to act in the best interests of fund investors, but were, in fact, primarily

concerned with siphoning fees from AllianceBernstein Funds investors to induce brokers to

increase artificially the amount of investment in AllianceBernstein Funds.

6. The truth about Alliance began to emerge on November 17, 2003, when the SEC. .
and ﬁhe National Association of Securities Dealers (“NASD”) fined and sanctioned the brokerage
house Morgan Stanley for, among other wrongdoing, accepting Defendants’ impermissible

payments in exchange for aggressively pushing AllianceRernstein Funds over other mutual funds

: vthrough a program known as the “Partners Program.” Pursuant to the November 17, 2003 SEC

Order Instituting Adﬁﬁnistl'étive and Cease-and-Desist Proceedings, Making F indings, and

* Imposing Remedial Sanctions In The Matter of Morgan Stanley DW, Inc. (the “Morgan Stanley

| SEC Cease-and-Desist Order”), Morgan Stanley was required to ;‘place and maintain on its

website w1thm 15 days of the date of entry. of the Order disclosures respecting the Partners

Program to include . . . the fund complexes participating in the program.” See

-http://www.sec.gov/litigaﬁbn/adminﬂ3—8339.htm at{43a. Asaresult,on Decembér 1, 2003,
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: | the Morga.n Stanley website aélcnowl‘edged that AllianceBernstein was 6né of the fund families
that participated in the Partners Program. See www.morganstaniey.com/cgi-
bin{morganstaxﬂey.com/pressrooni.c_:gi?action=10ad&uid=306.

7. In the action against Morgan Stanley, the SEC condemned practices identical to
| the ones complained of herein stating that:

This matter arises from Morgan Stanley DW’s failure to disclose
adequately certain material facts to its customers . . . [namely that]
it collected from a select group of mutual fund complexes amounts
in excess of standard sales loads and Rule 12b-1 trail payments.

% * *

Although the Asset Retention Program and Partners funds’
prospectuses and SAIs [Statements of Additional Information] .
contain various disclosures concerning payments to the broker- .
dealers distributing their funds, none adequately disclose the
preferred programs as such, nor do most provide sufficient facts
about the preferred programs for investors to appreciate the
dimension of the conflicts of interest inherent in them. For
example, none of the prospectuses specifically discloses that
Morgan Stanley DW receives payments from the fund complexes,
that the fund complexes send portfolio brokerage commissions to
Morgan Stanley DW or Morgan Stanley & Co. in exchange for
enhanced sales and marketing, nor do they describe for investors
the various marketing advantages provided through the programs.

See Moﬁr'ga;h'iStaﬁlé“yﬁééas'é and Desist Order, ét http//wwwsec gov/litigétibn/acl'miil)33- -
- 8339.htm, |

8.  The SEc'goncludéd that éu‘ch conduct violated Section 17(a)(2) of the Seéu:itieé o
‘Act of 1933 (“Securities Act”)z, among'();t‘hér statutes, tﬁat prohibits one from obtaining niohéy 6t
firgpe'rty “by means of any uritrue statement of a matérial fact or any omission to state a material
fact necessary in érder to make fhe statement made, in light of the circumstance under which

they [were] made, not misleading.” Id.
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- 5. In a similar enforcement action, the NASD. also condemned the practices at issne
here and concluded that such payments to brokerages violated NASD ‘Rule 2830(k), a rule that
prohibits the type of directed brokerage payments made by Alliance.

10.  Additional actions by the SEC, NASD, and/or the New York Stock Exchange

(“NYSE”) against Franklin Advisers, Inc., Franklin Templeton Distributors, Inc., Edwa.r_d D.

Jones & Co., L.P., Massachusetts Financial Services, and PIMCO Advisers Fund Management
' LLC further illustrate the regulatory crackdown on mutnal funds that had engaged in directed

'brokerage'and revenue-sharing, 'and the recognition of the regulators that this conduct violates

applicable statutes and fegulations

11. The actions by A]hance created insurmountable, unmanageable conﬂlcts of
mterest that were not disclosed and that consututed wolatlons of Defendants’ fiduciary duties
owed to the Funds’ investors, and violations of the Investment Company Act and Investment
Advisers Act. Defendants purposefully omitted to disclose any of the improper excessive fees

and commissions passed on to Plaintiffs and the other members of the Class. Defendants

- concealed such fees used to induce brokers to push AllianceBernstein Funds as they realized that

the inducements created an insurmountable eonﬂtct of interest material to any reasonable person
’deciding whether to invest in AllianceBernstein Funds.

| 12. The actions of Defendants described herein are no different from those already
condemned by the SEC and NASD As descnbed by Senator Peter Fitzgerald (R-I1L. ) ina

J anuary 28 2004 article in Ihe Los Angeles Times about a Senate committee heanng on mutual

fund abuses, “‘the mutual fund industry is indeed the world’s largest skimming operatlon,

tantamounit to “‘a $7-trillion trough’ exploi.ted by fund managers, brokers and other insiders.”

DOCS\254975v1 , 5



JURISDICTION AND VENUE

13.  The claims asserted herein arise under and pursuant to Sections 34(b), 36(a) and
(b) and 48(a) of the Investment Compaty Act, 15 US.C. §§80a-33(b), 80a-35(a) and (b) and
- 80a-47(a), Sections 206 and 2‘15 of the Investment Advisers Act, 15 USs.C. §§80b-6 aﬁd 80b-15,
28 U.S.C. §§ 1331, 1337, and common law.
14, This Court has juriédiction over the subject matter of this action pursuant to
| Section 44 of the Investment Company Act, 15 U.S.C. §80a-43;, Seéﬁon 214 of the Investment
- Advisers Act, 15 U.Sv.C. §80b-14;: and- 28US.C. § 1391(b). | This action is also brought under the
‘doctrine of pendant and Supplemental jurisdiction.
15.  Many of the acts charged herein, including the creation and utilization of
| improper revenue-sharing agreements, thé failure to »‘di‘sclose‘ the excessive fees and commissions
that Defendants impréperly siphoned from AllianceBernstein Funds investors, and the
preparatiori and dissemina60n of materially false'and misleading information, occuﬁed in
substantial part in this District.. Defendaﬁts conducted othe; substantial business within this
District and many Class members reside within this District. Addiﬁonally, Defendants maintain
their headquarters in this judicial district. ’ |
| 16 In coﬁpectiop with the acts:alleged in this cqmplaint, Defendants, direct_ly'or
- indirectly, used ‘the‘ means and instrumentalities of interst#te commerce,‘including, but not .
limited to, the mails, intérstate télephone commﬁnications, and the facilities of the national

!

_securities markets.
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Plaintiffs

17.  Plaintiff Coopér Aﬁcoin held during the Class Period and continues to holdvshares
or units of the AllianceBernstein Growth & Income B Fund has been damaged .by the conduct
alleged herein. A copy of his verification is attached as Exhibit B, submitted herewith.

18.  Plaintiff Maria Victorino Bergmann held during the Class Period and cpntinues io
hold shares or units of th‘e AllianceBermnstein Global Strategic Income Trﬁst and has been .
-_damagéd by the conduct alleged herein. |

19. | Plaintiff Robert M. Baker held during tﬁe Class Period and continues to hold

:shares or units of the AllianceBermnstein Grovx;th & Income Fund, ﬂie. Alliance Bemstein -

Exchange Reserves, and the AllianceBernstein Premier Growth Fund and has been damaged by

~ the conduct alleged herein.

~20. - Plaintiff Victoria Ann Hendon held during the Class Period and continues to hold

“shares or units of the AllianceBernstein Technolbgy Fund and has been damaged by the conduct

'glleged herein.

21.  Plaintiff Peggy Batey held during the Class Period énd continues to hold-shares or
units of the AllianceBernstein Technology Fund and has been damaged by the conduct élleged
herein. A copy of her verification is attached as.Exhibit B, sgbmitted herewith.

22.  Plaintiff Martha B, Bodek held during the Class Period shares of the
Allianchernstein Muni Income Fund Pe@ylv@a Portfolio and has been da_maged by the
conduct ﬁlegw herein.

| 23.  Plaintiff Winnie B. Fang held during the Class Period and continues to hold

shares or units of the AllianceBernstein Global Strategic Income Trust, the AllianceBernstein
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. Muni Income Fund California Portfolio, the AllianceBernstein Growth & Income Fund, and the
AllianceBernstein Premier Growth Fund and has been damaged by the conduct alleged herein.
24.  Plaintiff Margaret LePique held during the Class Period and continues to hold
sha.resv or umts of the AllianceBernstein Growth & Income Fund, the AllianceBemstein Utility
Income Fund, and the AllianceBemnstein Balanced Shares Fund and has been damaged by the
| conduct alleged here'm. Dun'ng‘the Class Period, Margaret LePique also held sha:es or unité of
the AlhanceBernstem Mumclpal Income Fund Insured National Portfoho and has been damaged
v by the conduct alleged herein. A copy of her venﬁcatxon is attached as EXhlblt B, submitted
“herewith. |
25.  Plaintiff Thomas S. LePique held during the Class Period and continues to hold -
shares or units of the AllianceBernstein Growth & Income f‘und, the AllianceBem_stein Utility
~ Income Fund, and the AllianeeBemsteih Balanced Shares Fund and has been damaged by the
conduct alieged herein. During the Class Period, Thomas S. LePique also held shares or units of
the AllianceBerhstein Municipal Income Fund Insured National Portfolio and has been damaged
by the conduct alleged herein. A copy of his verification is attached as Exhibit B, submitted

¢

herewith. |

26. - Plaintiff George Robert Perry held during the Class Period and continues to hold
, shares or umts of the AllianceBernstein Technology Fund and has been damaged by the conduct
.. alleged herein. o
27. | Plaintiff Veronica H. Townsend held dunng the Class Period shares or units of the |

- AllianceBemstein I-hgh Yield Fund and has been damaged by the conduct alleged herein..

DOCS\254975v] 8



28.  Plaintiff Sandra C. Cheatwood held during the Class Period and continues to hold

| sh-arcs or units of the AllianceBernstein Premier Growth Fund and has been damaged by the

conduct alleged herein.

29.  Plaintiff Frances J. Fox held during the Class Period and continues to hold shares

or units of the AllianceBernstein Premier Growth Fund and has been darnaged by the conduct

alleged herein.

30.  Plaintiff Robert W. Wood 1988 Trust, Robert W. Wood Trustee held during the
Class _Pcriod shares or units of the AllinnceBernstein Muni Income Fund California Portfolio and
has been damaged by the conduct alleged herein.

31. Plamnﬁ' Barbara J. Bash held during the Class Period and continues to hold shares

or units of the AlhanceBernstem Muni Income Fund Arizona Portfolio and has been damaged by

the conduct alleged herein. A copy of her verification is attached as Exhibit B, submltted

herewith.

32.  Plaintiff Philip M. Dowling hcld during the Class Period and conﬁnues to hold
shares or units of the AllianccBemstein Muni Income Fund Caﬁfomia Portfolio.and has been |
damaged by the conduct alleged herein. : o K

33.  Plaintiff Paul Boback held duriné the-Class Period shares or units of the
AllianceBemstein‘ High Yield Fund and has been damaged by the conduct alleged herein.

34. | Plaintiff Lawrence D. Conrad held during the Class Period and continues to hold | :

shares or units of the AlhanceBernstem Technology Fund, the AllianceBernstein Growth Fund,

‘the AlhanceBemstem Premier Growth Fund, and the AllianceBemnstein Growth & Income Fund

and has been damaged by the conduct alleged herein.
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~as Exhibit B, submitted herewith.

35.  Plaintiff Delight F. Erickson held during the Class Period and continues to hold

 shares or units of the AllianceBernstein Growth Fund and the AllianceBemnstein Premier Growth

Fund and has been damaged by the conduct alleged herein. A copy of her verification is attached
36.  Plaintiff Sharon A. Gray, Custodian Ryan Gray UTMA CA held. during the Class
Period and continues to hold shares or units of the AllianceBemnstein Premier Growfh Fuﬂd é.nd
has been damaged by thevconduAct alleged herein.
37. Plaintiff Hal and Shari .Smith Family Trust held during the Class Period and
cdntinues to hold shares or units of the AllianceBernstein Technology Fund and the
AllianéeBemsfein Growth & Income Fund and has been damaged by ‘the conduct alleged herein.

A copy of its verification is attached as Exhibit B, submitted herewith. |

¢ 38.  Plaintiff Albert P. Stello, Jr. held during the Class Period shares or units of the

‘AllianceBemstein Muni Income Fund Virginia Portfolio and has been damaged by the conduct

alleged herein. -

39.  Plaintiff Donna D. Stello held during the Class Period shares or units of the

~ AllianceBernstein Muni Income Fund Virginia Portfolio and has been damaged by the conduct

alleged herein.
40.  Plaintiff Jack G. Rickard held during the Class Period and continues to hold

shares or units of the AllianceBemnstein High Yield Fund and the AllianceBemnstein Technology

' "ﬁund and has been damaged by the conduct alleged herein. A copy of his verification is attached

as Exhibit B, submitted herewith.
41.  Plaintiff Martha E. Rickard held during the Class Period and continues to hold

shares or units of the AllianceBernstein High Yield Fund and the AllianceBernstein Technology
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Fund and has been damaged by the conduct alleged herein. A copy of her verification is attached
as Exhibit B, submitted herewith. |

42, Plaintiff George W. Bookhout and Helen L. Bookhout, as Trus-tées of the
Bookhout Family Trust held during the Class Period and continues to hold shares or units of the
AllianceBernstein Technology Fund and has been daniaged by the conduct alleged hereih. A
éopy of their verification is attached as Exhibit B, submitted herewith.

43.  Plaintiffs John H. Slaentine and Melva jean‘ Purcell held during fhe Class Peﬁod
and continue to hold shares or umts of the AllianceBemnstein Growth Fund and have been
damaged by the conduct aileged herein. A copy of their verification is attached as Exhibit B,
submitted herewith. |

Defendants
The Investment Adviser and Allianc_e Defendants

44,  Defendant Alliance, a registered investment adviser under the Investment
Advisers Act of 1940, as amended, provides diversified investment management and related

services globally to a broad range of clients including institutional investors, private clients,

- individual investors and institutional investors. Alliance also provides a broad offering of

investment products, glébal in scope, with expertise in both taxable and tax-exempt securitiés.‘

Alliance operates in four business segments: . Institutional Investment Management Services,

Private .Clierit Sérvices, Retail Services and _Institutio.nal Research Serv{;:es. Alliance supervises

client agzcdunts with assets as of June 30, 2003 totaling approximately $426 bi_llion:. Alliance

mamtams its principal place of business at 1345 Avenue of the Americas, New York,lNY 10105.
45.  Defendant Allia.ﬁce Capital Management HoIdihgs L.P. (“Alliance Capital”)

conducts its diversified investment management services business through Alliance. Alliance
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‘Capital’s principal place of business is located at 1345 Avenue of the Americas, New York, NY

10105,

46.  Defendant Alliance Capital Management Corporation (“ACMC”), an indirect

wholly-owned subsidiary of Defendant AXA Financiai, Inc., conducts diversified investment

| ‘management services business. ACMC'’s principal place of business is located at 1345 Avenue

of the Americas, New York, NY 10105.
47.  Defendants Alliance, Alliance Capital, and ACMC are collectively referred to as
the “Investment Adviser Defendants.”

48.  Defendant AXA Financial, Inc. (“AXA Financial”) is engaged in financial

protection and wealth management. The Company operates primarily in western Europe, North

-America and the Asia-Pacific region, and, to a lesser extent, in other regions including the

Middle East,-Africa and South America. AXA Financial is a Delaware corporation which o
maintains its principal placé of business at 1290 Avenue of ﬁe Americas, New Yofk, NY
101 04.‘

49.  AllianceBemstein Investment Research and Management, Inc. (formerly known -

as Alliance Fund Distributors, Inc.) (“Alliance Distributorss™) is the distributor of the

" AllianceBernstein Funds. Alliance Distributorss is located at 1345 Avenue of the Americas,

-NewYork, NY 10105.

The Officers and Director Defendants

‘\:[’hé Directors

 50. © Defendants John D. Carifa (“Carifa”), Ruth Block t“Block”), David H. Dievler
(“Dievler”), John H. Dobkin (“Dobkih”), William H. F oulk, Jr. (“Foulk™), Clifford L. Michel
(“Michel”), and Donald J. Robinson (“Robinson”) were Directors and/or Officers of the

AllianceBernstein Funds during the Class Period and are collectively referred to herein as the
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.“Directdr Defendants.” For the purposeé of their service as directors of the-AllianceBernstein
Funds, the business address of each of the Director Defendants is 1345 Avenue of the Americas,
New quk, NY 10105. |

51. JDuring the Class Period,.Carifa acted as a Director or Trustee of 51 companies in
the AllianceBernstein fund complex and oversaw 116 portfolios in the fund complex. Carifa‘ is
an interested director because he also holds the positions of President, Chiei Operating Officer
and Director of ACMC. Carifa violated his fiduciary duties to the Funds and the Funds’
investors by knowingly and recklessly participating in, approving, and/or all(iwing' the conduct..
complained of herein.

52.  During the Class Period, Block acted as.a Director or Trustee of 43 companies in

the AllianceBemstein fund complex and oversaw 97 portfolios in the fund complex. For her

services as a Director of the AllianceBernstein Funds, Block received compensatiqn totaling
$192,600-for‘thé fiscal year ended Oi:ti)ber 31, 2002. Block violated her fiduciary duties to tlie _
Funds and tiie Funds’ investors by knowingly and recklessly participating in, approving, and/or
allowing the conduct complained of herein. |

53. | During the Class Period, Dievler acted as a Director or Trustee of 47 companies

in the AllianceBemstein fund complex and oversaw 101 portfolios in the fund complex. Dievler -

* was also the Senior Vice President of ACMC, responsible for mutual ﬁmd‘-adniinistration, until

1994. For his services as a Director, Dievler received compensation totaling $246,238 for the

fiscal year ended October 31, 2002. Dievler violated his fiduciary duties to the Funds and the

' Funds’ investors by knowingly and recklessly participating in, approving, and/or allowing the

conduct complained of herein.
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54. - During the Class Period, Dobkin acted as a Director or 'frustee of 45 companies
in the AllianceBernstein fund complex and oversaw 98 portfolios in the fund complex. For his
services as a Director, Dobkin received éompensation‘totaling‘$24l,700 for the fiscal year ended
October-31, 2002. Dobkin violated his ﬁduciary‘duties to the Funds and the Funds’ investors by

knowingly and recklessly participating in, approving, and/or allowing the conduct complained of

herein.

55.  During the Class Period, Foulk acted as a Director or Trustee of 48 companies in

the AllianceBemstein fund complex and oversaw 113 portfolids in the fund complex. For his -
- services as a Director, Foulk received compénsation totaling $241,700 for the fiscal year ended

‘October 31, 2002. Foulk violated his fiduciary duties to the Funds and the Funds’ investors by

knowingly and recklessly participating in, approving, and/or alldwing the conduct complained of
herein.

56. Durihg the Class Period, Michel acted as a Director or Trustee of 44 companies in
the AlliancéBernstein fund complex and oversaw 97 portfolios in the fund complex. For his
services as a Director, Michel recéived compensation totaling $201,950 for the fiscal year ended
.Oc‘téber 31, 2002. Michel violated his ﬁducia£'y duties to the Funds and the Funds’ investors by
knowingly and recklessly participating in, approving, afid/or allowing the conduct complained of
herein.

57. Duﬁng the Class Period, Robinson acted as a Diréctor or Trustee of 46 companies

m the AllianceBernstein fund co,mplex. and oversaw 96 portfolios in the fund complex. For his

~ services as a Director, Robinson received compensation totaling $193,100 for the fiscal 'year

ended October 31, 2002. Robinson violated his fiduciary duties to the Funds and the Funds’ -
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Jinvestors by knowingly and recklessly participating in, approving, and/or allowing the conduct
complained of herein.
58.  Defendants John Does 1-100 were Alliance Directors and/or Officers during the

‘Class Period, and any other wrongdoers later discovered, whose identities have yet to be

. . . [ o
-ascertained and which will be determined during the course of plaintiffs’ counsel’s ongoing

investigation.

The AllianceBernstein Funds

*59.  Nominal defendants the AllianceBemnstein Funds, as identified on the list annexed

-hereto as Exhibit A, are open-ended management companies consisting of the eapital invested by

mutual fund shareholders, all having a Board of Trustees or Board of Directors charged with

| representmg the interests of the shareholders in the Funds. The AlllanceBernstem F unds are

named as nominal defendants solely to the extent they may be deemed necessary and

indispensable parties pursuant to Rule 19 of the Federal Rules. of Civil Procedure and to the

~ extent necessary to ensure the availability of adequate remedies.

60.  The AllianceBernstein Funds offer multiple classes of shares, with each class

representing a pro rata interest in each AllianceBernstein Fund. AllianceBernstein Fund shares ... ..
| are issued to AllianceBernstein Fund investors pursuant to Prospectuses that must comply with

.the federal securities laws, mcludmg the Investment Company Act.- All of the Prospectuses are

substantially the same on the matters relevant to this htlgatlon

61.  Eachofthe AllianceBernstein Funds is an open-ended management investnient

company 'e"rgzmized as either M:issachusetts business trusts or Maryland cerporations. An open-

.ended company is a management company that “offer[s] for sale or has outstanding any

redeemable securit[ies] of which it is the issuer.” 15U.S.C. § 80a-5. A redeemable securi_ty is

defined as “any security . . . under the terms of which the holder, upon its presentation to the
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. issuer . . ..is entitled . . . to receive approximateiy his proportionate share of the issuer’s current
* net assets, or the cash equivalent thereof.” 15 U.S.C. §80a-2(a)(32). |
62.  All of the AllianceBernstein Funds offer securities. Many of the
AllianceBernstein Funds offer multiple separate series of securities ﬁrhich are commonly ;efened
-~ to as Portfolios. Each of the Portfolios, as also identified on the list annexed hefeto as Exhibit A,
i1sa separété pool of capital invested by mutual fund shareholders‘constituting, in effect, a
. separate f(md with its own investment objecﬁve, policieé,' and shares..
63.  All of the AllianceBernstein Funds are alter egos of one another. The Funds are -
: essentiélly pools éf investor assets that are managed and administered by a common body of
officers aﬁd employees of Alliance who administer the AllianceBemnstein Funds generally. The
AllianceBernstein Funds have ﬁo independent will and are totally doxﬁinated b)./ Alliance and the
‘common body of Directors established by Alliance. Thus, in substance, the AllianceBernstein
Funds function as components of one unitary orgénization. |
64. All AllianceBernstein Funds share Alliance as their investment adviser and share
Alliaﬁce Distributors as their principal underwriter and distributor. The actions taken by
‘Alliance and Alliance Distributors for an individual Fund also affects; the other AllianceBernstéin C
'Fﬁnds. For example, the Statement of Additional Information to be read in.coﬁjunction with the
| :Prospectus dated March 1, 2003, for the Premier Po’rtfolio of AllianceBern’stein Select 'InVésto;
Series, Inc. (f’k/a Alliance Select Investor Series, Inc.)‘ descﬁbes several ways in which‘the
"aéﬁons taken by Alliance and Alliance Distributorss irﬁpéct all the Funds:
Certain other clients of the Adviser ,may have investment
objectives and policies similar to those of the Fund. The Adviser
~ may, from time to time, make recommendations which result in the
purchase or sale of a particular security by its other clients

simultaneously with the Fund. If transactions on behalf of more
than one client during the same period increase the demand for
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- securities being -pufchased or the supply of securities being sold,

there may be an adverse effect on price or quantity. It is the policy
of the Adviser to allocate advisory recommendations and the
placing of orders in a manner which is deemed equitable by the
Adviser to the accounts involved, including the Fund. When two or
more of the clients of the Adviser (including the Fund) are
purchasing or selling the same security on a given day from the
.same broker-dealer, such transactions may be averaged as to price.

* * *

* In the purchase and sale of over-the-counter securities, it is the

Fund's policy to use the primary market makers except when a
better price can be obtained by using a broker. The Board of

‘Directors has approved, as in the best interests of the Fund and the -

shareholders, a policy of considering, among other factors, sales of
the Fund's shares as a factor in the selection of broker-dealers to
execute portfolio transactions, subject to best execution. The
Adviser is authorized under the Advisory Agreement to place
brokerage business with such brokers and dealers. The use of
brokers who supply supplemental research and analysis and other
services may result in the payment of higher commissions than
those available from other brokers and dealers who provide only
the execution of portfolio transactions. In addition, the
supplemental research and analysis and other services that may be

obtained from brokers and dealers through which brokerage -

transactions are effected may be useful to the Adviser in
connection with advisory clients other than the Fund

Investment decisions for the Fund are made 1ndependently from
those for other investment compames and other adwsory accounts
managed by the Adviser. It may happen, on occasion, that the same
security is held in the portfolio of the Fund and one or more of
such other companies or accounts. Simultaneous transactions are
likely when several funds or accounts are managed by the same
adviser, particularly when a security is suitable for the investment
objectives of more than one of such companies or accounts. When
two or more companies or accounts managed by the Adviser are
simultaneously engaged in the purchase or sale of the same
security, the transactions are allocated to the respective companies
or accounts both as to amount and price, m accordance with a
method deemed equitable to each company or account. In some
cases this system may adversely affect the price paid or received
by the Fund or the size of the position obtainable for the Fund.

Allocations— are made by the officers of the Fund or of the Adviser.
Purchases and sales of portfolio securities are determined by the
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Adviser and are placed with broker-dealers by the order
department of the Adviser.

65. | Similarly, the SEC issued a report in December 2000 tiﬂed “Division of
Investment Management: Repoft on Mutual Fund Fees and Expenses” where it was noted that

“ .. many fund expenses, including the management fee, are incurred at the portfolio level and

then allocated among a fund’s classes typically based on the relative net assets of each class.”

SUBSTANTIVE ALLEGA‘TIONS '

DEFENDANTS IMPROPERLY USED FUND ASSETS TO UNDULY INFLUENCE

 * BROKERS TO PUSH ALLI'ANCEBERNSTEIN FUNDS ON UNWITING INVESTORS

Defendants Used Improper Means to Acquire “Shelf-Space at Brokerages

66.  Unbeknownst to Plamtxffs and the other members of the Class, Alliance used the
‘assets of its. mutual fund investors to participatc in “she_lf-sp‘ace” programs at varieus brokerages,

.inchidiﬁg, but not limited to, Morgan Stanley, Sa’lomor)xl Smith Bamney, Wachdvia Securities,

~ Chase Investment Services, and UBS Financial Servicefé.. Alliance improperly paid these and

other brokerages to aggressively push AllianceBernstein mutual funds on unwitting investors.

Alliance made these payments through a variety of means including: directing the trades — and

the lucrative commissions — in the securities and other investments of the underlying inirestment

’ portfohos of the AllianceBemstein Funds to these brokerages (“directed brokerage™); paying
‘excessive commissions under the guise of “Soﬁ Dolla.ts ” as defined below; and, making other

. ‘improper payments used as inducements to brokerages to steer their unwitting clients into .

AllianceBernstein Funds. To the extent revenue sharing payments were purportedly made from |

'thé”'assets of the Investment Adviser Defendants or Alliance Distributorss, those companies

reimbursed themselves through management fees and other payments from the AllianceBernstein .

Funds.
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67.  These quid pro quo “shelf-space” arrangeménts between Défendants and the

brokerage firms called for millions of dollars in additional compensation to be paid from

- Defendants to the brokerages as incentive to steer unwitting investors into the AllianceBemnstein
‘Funds, resulting in inflated fees being paid by investors. According to a former Internal -

Wholesaler who was employed by Alliance from Sei)tember 2000 to January 2004, wholesalers

were given a budget of support dollars to use to incentivize brokers. In addition, soft dollars

 were also used to incentivize brokers.

68.  Pursuant to the “shelf-space” program agreements, brokers steered unknowing

clients into AllianceBernstein Funds because the brokers were paid more for AllianceBernstein |

_ Funds than for other mutual funds. ‘According to the former Wholesaler reference in paragraph
‘66, arrangements for shelf-space at brokerages were arranged by upper management. The -

- brokerages would tell Alliance how much it would cost for Alliance to “pay to play.”

-69. © The payments for these qu;’d pro quo arrangements with Brokeragc houses came
in the form of “revenue-sharing” payments consisting of improper and excessive “soft dollars,”
12b-1 fees, and directed brokerage, among other improper inducements.

70. | The costs of Alliance’s revenue-sharing agreements were the burden of the

AllianceBernstein Funds’ shareholders thrdugh the fees and expenses paid by the Funds and their

: -Ashareholders. ‘As described in the Prospectus dated November 3, 2003 for the AllianceBenstein

Growth Funds, which include the Premier Growth Fuhd, the Grthh Fund, the Mid-Cap Growth
Fund, t_l\w Small Cap Growth Fund, the Technology Fund, the Health Care Fund, the -
hlteméti;ﬁal Premier Growth Fund, the Worldwide Privatization Growth Fund, and the Néw
Europe Fund, there are “fees and expenses that you [the sharehblderj may pay if you buy and

hold shares of the Funds.” Theses are stated to include both “SHAREHOLDER FEES (fees paid

-
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holdings in the Funds.

- directly from your investments™) and “ANNUAL FUND OPERATING EXPENSES (expenses

that are deducted from Fund assets).”
71.  In addition to receiving improper and excessive “12b-1” fees and higher

commission for selling AllianceBemstein F unds, brokers were also trcafed to gifts and vacations.

‘According to a former mutual fund broker who spent time w1th an Alliance wholesaler, Allié.nce 4

was notorious for buying shelf-space. In addition, Alliance would routinely shfp in lobster

dinners as an incentive for brokers. According to the former Wholesaler referenced in paragraph'

66, brokers would receive payments of thousands of dollars, trips to Mexico, fishing trips, and

tickets to sporting events.

Defendants Paid Brbkérages to Push Unwitting Clients into AllianceBernstein Funds .

72.  Defendants regularly made revenue-sharing payments to brokerage houses as part

- of the quid pro quo “shelf-space” arrangements. In other words, Defendants paid the brokerage

houses and their brokers to push théir clients into AllianceBernstein Funds. To the extent

revenue-sharing payments were made by the Investment Adviser, the Investment Adviser

recouped these payments through their management fees, thereby directly diminishing investors’

LN

73.  Alliance set up a division célled the New York Concierge Service ostensibly as a

- means to reimburse employees.for business expenses. In reality, howéver, the New York

‘Concierge Service was used to reimburse Alliance employees for payments to brokers who

steered investors into AllianceBernstein Funds.

74. Alliance had agreements and arrangements with more than a dozen brokerage

ﬁrms whereby AllianbeBernstein Funds were promoted preferentially in exchange for special

| payment rates to brokers selling AllianceBemnstein Funds, directed brokerage payments,

vacations, and gifts. Many of these brokerage firms have now admitted their “shelf-space”
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arrangements for which Alliance “paid to play” with funds siphoned from the ‘F unds and their

sharecholders.

75. Although precise information regarding the total amount Alliance improperly paid
under fts multiple revenue-sharing agreements will not be available until discovery, information
that has been niade public by other major mutual fuﬁd companies, shows that tens of millions of
dollars would have been paid by Alliance. For example, as reported in the December 29, 2004
edition of The Wall Street Journal “Regulators Find Problem Trading at Edward Jones — Flrm
Acknowledges to Government that it Failed to Disclose Practices Leading to Penalty and Shake -
‘Up,” according to-California Attorney General Bill Lockyer, Edward D. Jones & Co., L.P.
received $300 million or more under its various revenue-sharing agreements with seven mutual -
fund families. |

76.  'None of Alliance’s improper revenue-sharing agreeinents was disclosed during
t;he Class Period.

Alliance’s Improper “Shelf-Space” Arrangex‘nents’ with Morgan Stanley
77. Accordiﬁg to internal Morgan Stanley' documents as well as former Morgan
Stanley brokers who worked for Morgan Stanley during the Class Period, the “shelf-space

program” in which Alliance participated at Morgan Stanley was called the “Asset Retention

~ Program,” later renamed the “Partners Program.” The Partners Program was nbthing more than

a vehicle for enébling a series of veiled payments by mutual fund issues such as Alliance to
Morgan Stanley to steer unknowing investors into their funds. Under the “Partner’s

Prdgran;;”'Morgan Stanley brokers improperly and aggressively pushed AllianceBernstein

Funds on unwitting clients solely because they received more cash to do so, not because

such funds were in the best interests of the investors. According to Morgan Stanley internal

documents, Alliance paid millions of dollars during the Class Period in directed brokerage and
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- other means as part of the quid pro quo arrangement with Morgan Stanley to participate in the
Morgan Stanley Partners Program. In numerous enforcement actions to date, such payments
- have been condemned by the SEC as being improper and creating conflicts of interest that were
not properly disclosed to investors.
78.  According to the Morgan Stanley SEC Cease-and-Desist Order:
The selective marketing programs that Morgan Stanley DW
operated, initially known as the Asset Retention Program and later
as the Partners Program, created an undisclosed conflict of interest
‘because Morgan Stanley DW was authorized to offer and sell
-shares of approximately 115 mutual fund complexes, but the firm
and its FAs received additional compensation for the sale of the
mutual funds of a select group of fund complexes.
See The Morgan Stanley. SEC Cease-and-Desist Order, at http://www.sec.gov/litigation/admin/
33-8339.htm.
. 79.  Similarly, the NASD issued a news release, titled “NASD Charges Morgan
Stanley with Giving Preferential Treatment to Certain Mutual Funds in Exchange for Brokérage
Commission Payments” (the “November 17 NASD News Release”), which explained that:
- ...Morgan Stanley opérated two programs - the Asset Retention
Program and the Partners Program - in which it gave favorable
- treatment to products offered by as many as 16 mutual fund
companies out of a total of over 115 fund complexes that could be
sold by the firm’s sales force. In return for these brokerage ,
‘commissions and other payments, mutual fund companies received
preferentxal treatment by Morgan Stanley
See The November 17 NASD News Release, at hittp://www.nasd.com/web/idcplg?IdcServce=SS
GET PAGE&ssDocName=NASDW 002819&ssSOurceNodeld=1108.
‘ 80.  Through the Partners Program, Alliance paid excessive commissions to Morgan
. Stanley brokers to induce them to sell AllianceBernstein Funds. According to brokers.employed
" by Morgan Stanley during the Class Period, and internal Morgan Stanley documents, pursuant to ‘

the Partners Program, Morgan Stanley.adopted a broker “Incentive Compenéation” payout grid
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that provided up to 3% greater compenszition for sales of “asset-baéed products” versus
“transaction-based products.” AllianceBernstein Funds were classified as “asset-based
_products,” while non-Partner Program funds were classified as “transaction-based products” and
resulted in a smaller payout to the broker.

81. * Under the compensation‘grid diScﬁssed above, for instance, a broker whbse.
annual production is over '$1 million received 4.2% of the cénin:iission's bn “asset-based products”
é.nd'40% of the commissions on “transact_ion-bgsed products.” Accordingly, brokers general]y

received a higher payout from the sale of AllianceBernstein Funds than “non-Partner” mutual

'.'funds.

- 82. Bécause of the imjaroper use of mutual ﬁinds’ assets paid out as inducements by
Alliance, MofganStanley’s management made it clear through firm-wide ﬁ1emos that it wanted
its brokers to take advantage of the payou;c grid by directing investors into AllianceBernstein
Funds. As stated bsl Bruce Alonso, the managing director of Morgan Stanléy’s Investor
Advisory Services Division, in a firm-wide message entitled “An Important Messag“e from Bruce
Alonso Regarding the 2003 Compensation Plan” circulated throughout Morgan Sténley in |
December of 2002: “the recently announced 2003 Compensation i’lan- provides.you.with the
qpporttmity to increase your overall compens;m'on by fqéusing on asset-based products,” i.e;,
AllianceB erﬁsteip Funds. | | | |

83. Additionally, in ordér to further push AllianceBernstéin Funds and reap thf: v
beneﬁtg of the extra inducements from Alliance, Morgan Stanley mahagement gave |

AllianceBémstein Funds priority placement in the review of fund materials to be distributed to -

Morgan Stanley brokérs; gave Alliance access to Morgan Stanley’s branch system at the branch-

~ managers’ discretion; gave Alliance direct access to Morgan Stanley brokers; included Alliance '
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-in Morgan Stanley broker events; and invited Alliance to participate in programs broadcasted to
brokers over Morgan Stanley’s internal systems.
84. . Inthe Administrative Proceeding against Morgan Stanley, the SEC found that:

In exchange for participation in the program, the Asset Retention
Program Participants paid Morgan Stanley DW: (i) 15 or 20 basis

~ points (“bps”) on gross sales of open-end, variable-priced mutual.
fund shares (the “gross sales payments™) and (ii) 5 bps on aged
assets (participating fund shares held over one year), which the

- - firm then paid to the FAs responsible for the accounts holding

these assets. These payments were in addition to existing
-payments such as commissions, 12b-1 fees, shareholder
servicing fees and account maintenance fees.

* * .

In return for their payments, program participants received a
number of marketing benefits. First, Morgan Stanley DW
‘included all Asset Retention Program Participants on its
“preferred list,” which was a list of fund complexes that FAs
“~should look to first in making recommendations of mutual -
-fund products. Second, it ensured that Asset Retention Program
Participants had a “higher profile” in Morgan Stanley DW's
sales system than non-participating fund complexes by, among
other things, increasing the visibility of the Asset Retention
Program Participants on its FAs’ [Financial Advisers]
workstations. Third, the program participants were eligible to
participate in the firm's 401(k) programs and to offer offshore fund
products to Morgan Stanley DW's customers. '

- Morgan Stanley DW also provided “incentives designed to
- support long-term mutual fund asset retention goals.” In’
particular, Morgan Stanley DW paid the Sbps component of the
Asset Retention Program payment to FAs, thus incentivizing FAs
to encourage their customers to make, and then retain over the
~° specified time period, their investments in mutual fund complexes
. participating in the Asset Retention Program. ‘

See The 'Morgan' Stanley SEC Cease-and-Desist Order, at
http://www.sec.gov/litigation/admin/33-8339.htm. [Emphasis added.]

85.  Similarly, the November 17 NASD News Release stated that:
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[T]he participating mutual fund companies [including Alliance]
paid Morgan Stanley an extra 15 to 20 basis points on each sale.
This was over and above the normal fees earned by the firm for
selling the funds.

See November 17 NASD News Release, at http://www.nasd.com/web/idcplg?Ichervce=SS

- GET PAGE&ssDocName=NASDW 002819&ssSOurceNodeld=1108.

86. The revenue sharing arrangements discussed above resulted in improperly inflated
fees charged to 1dvestors with no resultmg benefit to investors. As stated in the November 3
2003 PrOSpectus for the AlhanceBemstem Growth Funds, Wh.lch is virtually identical in
substance to all Prospectuses issued during tbe Class Period, these fees, which include
management fees and 12b-1 fees, are “expenses that are deducted from Fund assets.” After

payment, the 12b-1 fees are specifically assessed against the interests of the individual

.shareholders. Furthermore, both 12b-1 and management fees immediately reduce the amount for

which shareholders are legally entitled to redeem their shares. These fees included amounts

~ sufficiently large to pay revenue sharing expenses directly or to reimburse the investment

advisor, distributor or their affiliates for such Vpayments. -As explained in the November 17

- NASD News Release:

This extra compensation paid to Morgan Stanley for the
preferential treatment included millions of dollars paid by the
‘mutual funds through commissions charged by the firm for trades
it executed for the funds. These commissions were sufficiently. '
large to pay for the special treatment, as well as the costs of trade
execution.

See>Th’e November 17 NASD News Release, at http://www.nasd.com/web/idcplg?Ichérvce=SS‘

GET PAGE&ssDoeNam'e=NASDW 002819&ssSOurceNodeld=1108.
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‘The Fine and Censure of Morgan Stanley for its Involvement with Alliance And Other
Preferred Partners

87.  Forits role in accepting improper inducement payments from Alliance, among
other wrongdoing, Morgan Stanley h‘as been fined and censured by the SEC and NASD and has
agreed to pay fines totaling $50 million. On November 17, 2003, the SEC issued a press release

(the “November 17 SEC Release”) that announced:

[T]he institution and simultaneous settlement of an enforcement
action against Morgan Stanley DW Inc. (Morgan Stanley) for
failing to provide customers important information relating to
their purchases of mutual fund shares. As part of the settlement,
Morgar Stanley will pay $50 million in disgorgement and
" penalties, all of which will be placed in a Fair Fund for distribution
to certain Morgan Stanley customers.

* x ok

The Commission’s Order finds that this conduct violated Section
17(a)(2) of the Securities Act of 1933 and Rule 10b-10 under the'
Securities Exchange Act of 1934, Section 17(a)(2) prohibits the -
making of materially misleading statements or omissions in the
offer and sale of securities. Rule 10b-10 requires broker dealers to
disclose the source and amount of any remuneration received from
third parties in connection with a securities transaction. The
Order also finds that the conduct violated NASD Rule 2830(k),
-which prohibits NASD members from favoring the sale of

mutual fund shares based on the receipt of brokerage
commissions. :

* N T
The NASD also announced today a settled action against Mofgah

-Stanley for violations of NASD Rule 2830(k) arising from the
‘Partners Program and its predecessor

"See SEC Charges Morgan Stanley With Inadequate Disclosure in Mutual Fund Sales - - Morgan

Stanley Pays $50 Millic'm To Settle SEC Action, November 17, 2003, at
http://ww.sec. gov/news/press/2003-159.htm. [Emphasis added ]

(a) The November 17 NASD News Release stated:
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[The] NASD today announced that it sanctioned Morgan Stanley
DW Inc. for giving preferential treatment to certain mutual fund
companies in return for millions of dollars in brokerage
commissions.
* ‘ * *
This conduct violated NASD’s “Anti-Reciprocal Rule,” Conduct
Rule 2830(k), which prohibits members from favoring the
~ distribution of shares of particular mutual funds on the basis of
- brokerage commissions to be paid by the mutual fund companies,
as well as allowing sales personnel to share in directed brokerage
commissions. One important purpose of the rule is to help
eliminate conflicts of interest in the sale of mutual funds.
See The November 17 NASD News Release, at http://www.nasd.com/web/idcplg?Ichervce=SS
GET PAGE&ssDocName=NASDW 002819&ssSOurceNodeld=1108; see also NASD Rule
2830(k).

88.  With respect to the “shelf-space” program involving Alliance discussed above,
Stephen M. Cutler, Director of the SEC’s D1v1s1on of Enforcement stated that unbeknownst to
investors in the AlhanceBemsteln Funds, “Morgan Stanley received monetary incentives [from
Alhance] -- in the form of ‘shelf-space’ payments -- to sell partlcular mutual funds [i.e,
AlhanceBernstem F unds] to its customers. When customers purchase mutual funds, they should

understand the nature and extent of any conﬂlcts of interest that may affect the transaction.” See

SEC Charges Morgan Stanley With Inadequate Dlsclosure in Mutual Fund Sales Morgan

'- Stanley Pays $50 Mllhon To Settle SEC Action, November 17 2003 at

http Ihwww.sec. gov/news/press/2003 159.htm.

89. = The investigation by the SEC and NASD and the resultmg settlement with the

first target, Morgan Stanley, has received w1de praise, including from members of Congress. As

- stated by Sen. Peter Fitzgerald (R-I11.) who is leading a Congressional inquiry of the mutual

~ funds industry:
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[The] settlement ‘goes to show that the mutual fund managers as
well as broker dealers have too often viewed mutual fund
shareholders as sheep to be sheared. ... Congress has to figure
out the variety of ways people are being sheared so that we can
stop it.’

See Brook A. Masters and Kathleen Day, Morgan Stanley Settles with SEC, NASD; Firm
Accused of Failing to Disclose Funds’ Payments THE WASHINGTON POST, Nov. 18 2003, at E1.-

, 90. Morgan Stanley was not the only brokerage firm that accepted payments from

-Alliance in exchange for pushmg investors into AllianceBernstein Funds. During the Class

Period, Alliance also made “shelf-space” payments to other major bi‘okerage houses including
Salomon Smith Bamey, Wachovia Securities, and UBS Financial Seryices, Inc., among others.
Alliance’s Improper Shelf-Space Arrangements with Smith Barney

91.  In aMarch 22, 2004 supplement to numerous- Smith Barney Funds Prospectuses,
the following language appeared:-

Effective March 22, 2004, the following is added after the first
- paragraph under the heading “Management -- Distribution plans”
1in the Prospectuses for each of the Funds listed below:

In addition, the distributors may make payments for distribution
~and/or shareholder servicing activities out of their past profits and
.. other available sources. The distributors may also make payments- - - -
 for marketing, promotional or related expenses to dealers. The
- amount of these payments is determined by the distributors and
-may be substantial. The manager or an affiliate may make similar
- - payments under similar arrangements.

" The payments described above are often referred to as
“revenue sharing payments.” The recipients of such payments-
may include the funds’ distributor and other affiliates of the

. manager, broker-dealers, financial institutions and other
financial intermediaries through which investors may-purchase
.shares of a fund. In some circumstances, such payments may
create an incentive for an intermediary or its employees or
associated persons to recommend or sell shares of a fund to
you. Please contact your financial intermediary for details about

-revenue sharing payments it may receive.
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(Emphasis added).

92.  The AllianceBemstein Funds were identified as one of the rnutual fund families
that Smith Bamey, a division of Citigroup Global Markets Inc. (“CGMTI”), brokers were paid to
“push in a June 2004 press release‘ on the Smith Barney website titled “Mutual Funds, Revenue
‘Sharing and Fund F amilies.” See http://wwW.smithbamey.com/products_services/
mutua}_funds/iri’vestor_infoxmation/revenueshare.html.
‘Alliance’s Improper “Shelf-Space” Arrangex_nents with Wachovia Securities

93.  Wachovia Securities has also said th’at it “receive[s] payments.from many of the
cor‘np'aniés whose funds we sell.” See http://www.wachovia.com/files/Mutual Fund_
Guide2.pdf. Wachovia Securities, .oﬁ its website, identified the AllianceBernstein Funds as one
Of the mutual fund families ﬁoﬁ Which Wachovia received payments. According to Wachbvia,
payments “can range as high as 2/10. of 1 pércent of fund sales at Wachovia Securities.” See‘id.. '
These‘ payments are in addition to the chpensaitiOn formula for Wachovia 'ﬁnancial‘advisers
who sell the funds. |
Alliance’s “Shelf -Space” Arrangement with UBS Fmanclal Services Inc

94, - According to a posting on the UBS Financial Services Inc. (“UBS”) websue dated

-September 1, 2004, “[i]n addition to sales loads and 12b-1 fees received from the mutual flmds '

themselves, UBS Financial Services Inc. receives revenue sharing payments from many of the
distributors and/or advisors of the mutual ﬁ.mds that we sell.” UBS received up to $7,500,000
per year from each mutual fund company in the revenue- sharmg scheme.

_95: Alliance was a Tier I fund company. Accordmg to the UBS.website, Tier 1

- companies are provided “greater access to [UBS] branch offices and ,Financial Advisors for

training, marketing and other promotional activities.”
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96.  Alliance also paid UBS “networking fees in considératiox; for transfer agent and
other services that [UBS] provide[s] to the mutual funds. These fees generally are paid from
Investor assets in the mutual funds. . . .” Finally, UBS also was reimbursed by mutual fund
distributors and advisers “for expenses we incur in connection with certain training and |
educational meetings, conferences or seminars. Also , in thé ordinar); course of business, our

Financial Advisors may receive promotional items, mealé or enteﬁainment, or other similar ‘non-
_cash’ comi)ensation, from reﬁfesentatives of the mutual fund coméam'es with whom we do
busiﬁes's.” : |
“Alliance’s Improper “_Sheif-Space” Arrangements with J anney Montéomery'Scott
'97.  Or October 21, 2004, Janney Montgomery .Scott disclosed that the company»
" received payments to push mutual fund faxﬁi}jes, including AllianceBemstein Funds:
Janney and our Financial Consultants receive compensation when
clients invest in mutual funds. Depending on share class, _
compensation may be a front-end sales charge, a concession from a
fund company or a fee if mutual funds are purchased in a Janney-

fee based account. In addition, Janney may receive a 12b-1 fee
from companies on an annual basis.

* * *

* Additionally, Janney may on occasion receive commissions as
.compensation for executing trades on behalf of mutual funds.

_ .-ttp;//www.janneys.com/breakpoints/f;breakpoints.html.
98 - Janney Hsted 32 companies, in déclihing order of fmanéial commitrnent-, from :
- which it received monétary payments in the form of, among other things, 12b-1 fees and directed |
‘-b(erke'rz.age. Alliancé was first on the list.
Alliance’s “Shelf-Space” A_rrangeh:ents with Linsco Private Ledger
99. Accoiding to Linsco’s internal intranet pages, datcd April 2, 2004,

AllianceBernstein Funds was a “Participating Sponsor”. As a result, Linsco brokers who sold
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AllianceBemnstein Funds were charged only a $10 ticket charge, as opposed to the $23 ticket
charged for non-participating funds.

100. A ticket charge is a transactional fee assessed against a broker’s commission.

- Substantially lowering the ticket charge increases the payment to the broker on the sale of a

mutual fund. Linsco brokers who sold AllianceBerns‘tein Funds were rewarded for pushing the

 Funds through a higher commission due to the discounted ticket charge.

~ Alliance’s “Shelf-Space” Arrangements with RBC Dain Rauscher

101. Inan anneuncement_ on its website, in November 2004, RBC Dain Rauscher

-stated: “The Following list represents the fund companies making asset-or sales-based financial
‘payments to RBC Dain Rauscher, in order of financial contribution, as of December 2003 ...”
Alliance is number 19 on the list of 52 fund families.

- -Alliance’s “Shelf-Space Arrangements with Chase Investment Services Corp.

102. Chase Investment Services Corp. (“CISC”) disclosed onits website in October

~ 2004 that several fund companies, including Allience, participate in revenue-sharing agreements
~ with CISC. In addition to sales loads and 12b-1 fees received by CISC, payments are made
“based on the amount of the fund’s shares sold by CISC or owned by CISC’s.clients.” See

: 'wWw.chase.com/;cm/crb/pfs/ﬁle/document/RevenueShan'ng_Oct04.pdf.~

- 103. Alhance paid- CISC a percentage of the total purchase of AlhanceBemstem Funds

:by CISC brokers. Percentage payments range from 0.08% to 0.35%. -In addition to this upfront
‘r‘eward.\for selling AllianceBemstein Funds, CISC also received an additional quarterly payment

0£0.04% to 0.10% of the total amount held per year. CISC further received fixed annual

payments, paid quarterly, of up to $40,000. Fmally, on top of all these payments by Alliance to
CISC for pushmg AlhanceBemstem Funds CISC was reunbursed for expenses incurred for sales

I_neetings, seminars, and conferences.
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- Alliance’s “Shelf-Space” Arrangéﬁlents with Ceridian Retirement Plan Services
104.  Companies that seck preferential treatment for their mutual funds from Ceridiaﬂ
Retirement Plan Services make payments to be included in one of four tiers. The more a fund
family pays, the higher the tier listing. According to internal Ceridian Retirement Plan Services
documénts, dated October 21, 2004, detailing the funds in each tier and payments made by the
funds to Ceridian, Alliance is a Ticr 1 family. As a result, brokers who sell AllianceBernstein
VF‘unds receive 12b-1 fees of 2‘5. basis points (“bps”) and a Sub-Transfer Agént Fee (“SUB?TA
' fee”) of 20 bps. The SUB-TA fee changes dramatically from tier to tier. Tier 4_ﬁmds do not
have to pay SUB-TA fees:. Tier 3 funds pay 10 bps. Tier 2 Funds pay 15 bps. Tier 1 funds, like -
- .Alliance, pay the most to play.

Alliance’s “Shelf-Space” Arrangements with FSC Securities Corporation

105.‘ . FSC Securities Corporation represents financial advisors under the AIG group
umbrella. The firm’s September 14, 2004, “FSC Disclosure Document for Mutual Fund and
Variable Annuity Inveétoré” indicates that “sponsors,” including Alliance, participate in revenue-
shéxiing arrangements with FSC. According to the FSC Disclosure Document, sponsors pay FSC
an amount “in addition to.the customary sales charges in connection with sales of mutual funds.” -

| The‘upfront payment is 25'bps and a quatterly fee of 11 bps of assets. |
| - 106. FSC Securities also disclosed that t_heir individual bfokers; as well as FSC
Securities, are compensated by fund families, including Alliance. FSC Securities explained that
'\.‘ffsome ﬁmds may carry higher sales charges and/or higher .dealelf concession charges than others
. WHichv may create an incentive fér representatives to sell such funds.” Furthermore, on sales
of “sponsors; mutual funds” - like Alliance — FSC brokers did not have to pay a ticket charge,

further increasing their compensation.
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107.  Finally, FSC Securities disclosed that it also received ¢ompenSaﬁon n the form of -
12b-1 fees: “12b-1 fees are payments made by a mutual fund in connection with a distribution of

its securities. The find company takes 12b-1 fees out of the fund’s assets each year for

. marketing and distribution expenses, which may include compensating representatives.”
- (Empbhasis added).

... Alliance’s “Shélf-Space” Arrangements with SunAmerica Securities

108. SunAmerica, like FSC, has a “Disclosure Document for Mutual Fund and

Véﬁable Annuity Investors” dated September 14, 2004. Alliance is identified as one of the

~ participants in a revenue-sharing agreement with SunAmerica. According to the SunAmerica

. Disclosure Document, “sponsors” pay SunAmerica an amount “in addition to the customary

sales charge in connection with sales of mutual funds.” The upfront payment is 25 bps and a
quarterly fee of 11 bps of assets.

109. - SunAmerica also disclosed that their individual brokers, as well as SunAmerica,

_are compensated by fund families, including Alliance. SunAmerica explained that “some funds

may carry higher sales charges and/or higher dealer concession charges than others . . . which

may create an incentive for representatives to sell such funds.” Furthermore, on sales of

“sponsors’ mutual funds” - like Alliance — SuﬁAmerica brokers did not have to pay a ticket

. charge, further increasing their compensation.

110. Finally, SunAmerica disclosed that it also received compensation in the form of

12b-1 fees: “12b-1 fees are payments made by a mutual fund in connection with a distribution of

Cits :securiﬁeéf The fund company takes 12b-1 fees out of the fund’s assets.each year for

'markeﬁng and distribution expenses, which may include compensating representatives.”

{(Emphasis added).
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Alliance’s “Shelf-Space” Arrangements with Bank One

111. In adocument entitled “A Guide to Mutual Fund Investing” dafed October 2004,
Bank Oné describes its revenue-shariﬁg plan and the amounts received from participant
companies. AllianCe is a participant in Bank One’s revenue-sharing plan. Alliance paid Bank .
One a percentage of the total dollar amount of AllianceBemnstein Funds sold by Bank One

brokers. Pcrcentage payments range from 0.08% to 0.35%. In addition to this upfront reward

for selling AllianceBernstein Funds, Bank One also received an additional quarterly payment of

0.04% to 0.10% of the total amount held per year. Bank One furthef received fixed annual - -

payments, paid quarterly, of up to $40,000._ Finally, on top of all these payments by Alliance to
Bank One for pushing AllianceBemnstein Funds, Bank One was reimbursed for expenses incurred

for sales meetings, seminars, and conferences.

: Alliance’s “Shelf-Space” Arr_angements with National Planning Holdings, Inc.

112.  On its website on September 24, 2004, National Planning Holdings, Inc. (“NPH”),

a full service broker/dealer, revealed in its “2004 Premier Sponsor Program” that had “entered

into agreements with certain companies designated as Premier Sponsors who provide the BDs

[broker/dealers] with marketing and other services and who also provide the BDs with additional

- compensation.” According to the 2004 Premier Sponsor Program, Alliance is a Tier 2 Premier

’ Spdnsor, As aresult, Alliance pays NPH’s brokers up'to 25 bps on gross sales of

AllianceBernstein Funds. ' In addition, Alliance pay up to 5 bps on the amount of Alliance assets

- "~;ynd'er management by NHP brokers on an annual basis. -Finally, Alliance must pay NHP a
" minimum of $250,000 per year.

Alliance’s “Shelf-Space” Arrangements with Primerica Financial Services

113. Primerica Financial Services Investments (“PSFI”), a subsidiary of Citigroup,

disclosed on its website, on or about December 10, 2004, that in addition to “sales charges and
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other fees disclosed in each fund’s proépectus fee.table, PFSI receives other compensation or
“revenue sharing”.from each of these fund families.” PFSI also disclosed that in addition to
revenue-sharing payments “PFSI may be reimbursed by fhese fund families or their affiliates for
‘expenses incurred for various meetings, seminars, and conferences held in the normal course of
business.” PSFI listed Alliance as one of the fund families that made revenue-sharing payrﬁe‘nts
to PSFI in 2003. -

Defendants Concealed Their Practices From Investors

114. Defendants knew that these “shelf-space” arrangements present a clear,

- unmanageable conflict of interest, pitting the financial interest of the broker against that of its

clients. Rather than disclosing this materiai information, knowing that a recommendation to
purchase AllianceBernstein Funds .would be‘completely undermined if clients knew that the
broker.was paid from Fund assets to give it, Defendants coﬁcealed the truth regarding these
revenue-sharing é:rangements. '
Defendants’ “Shelf-Space” Program Creatéd Undisclo_sed Conflicts of Interest

115. . Defendants’ participation in “shelf-space” programs through the means described

above created undisclosed, insurmountable conﬂiqts_ o_f _in@g_r_e}st_.“F or c_xan_;ple_, Defendax_gts"

participation in “shelf-space” programs at the 14 brokerage houseé identified above, among’
.others, created an atmosphere where brokers did everything they could to steer investors.into

- AllianceBemstein Funds in order to line their own pockets with money with absolutely no

concern for the well-being of the investqrs. In addition, Defendants’ use of directed brokerage as

a meansfdf paying shelf-space created additional conflicts of 'inti:rest as creating incentives for

brokers to push AllianceBernstein Funds took precedence over getting the best execution price

' for AllianceBernstein Funds transactions. The use of directed brokerage caused Defendants to
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purchase or sell securities in the Funds’ portfolios to satisfy revenue-sharing commitments rather
than to benefit these portfolios. Such inherent conflicts of interest were plainly unmanageable.

The “Shelf-Space” Program Injured the Funds and Their Investors

116. As alleged in detail at paragraphs 137-152 below, the massive shelf-space

prd gram benefited the Investment Adviser Defendants by increasing the asset value of the funds,

-thereby increasing the dollar amount of the advisers’ percentage fee. However, the shelf-space

payments did not contribute positively to the net asset value of the funds per share, and dathaged

- the class members by reducing. the value of their interest. -

The Truth Is Revealed

117.  As discussed above, the truth about Alliance began to emerge on November 17,

12003, when the SEC and the NASD censure‘d Morgan Stanley for, among other wrongdoing,

- accepting Defendants’ impermissible payments in exchange for aggressively pushing

AllianceBemstein Funds over other mutual funds. On November 18, 2003, the Washington Post

/

published an article which stated “Morgan said [the] companies in its ‘Partners Program’

included ... AllianceBernstein Funds ...” among others.

118.. OnJanuary 14, 2004, The WaiI Street Journal further explained the “shelf-space”

. relationship between Alliance and brokerages including Morgan Stanley. An article entitled

. - “SEC Readies Cases On Mutual Funds’ Deals With Brokers,” citing “a person familiar with the

investigation,” reads that the SEC is “close to filing its first charges against mutual fund

_"“xc‘ompanie‘s related to arrangements that direct trading commissions to brokerage houses that

favor those fund companies’ products.” The article stated in pertinent part as follows:

The SEC has been investigating the business arrangements between
fund companies and brokerage houses since last spring. It held a news -
conference yesterday to announce it has found widespread evidence that
brokerage houses steered investors to certain mutual funds because of
payments they received from fund companies or their investment
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funds or the brokerage houses.

advisers as part of sales agreements.

. Officials said the agency has opened investigations into eight brokerage

firms and a dozen mutual funds that engaged in a longstanding practice
known as “revenue sharing.” Agency officials said they expect that
number to grow as its probe expands. They declined to name either the

- The SEC said payments varied between 0.05% and 0.04% of sales and up -

to 0.25% of assets that remained invested in the fund. [...]

People familiar with the investigation say regulators are looking into
examples of conflicts of interest when fund companies use shareholder
money to cover costs of sales agreements instead of paying the sales
costs themselves out of the firm’s own pockets. The boards of funds,
too, could be subject to scrutiny for allowing shareholders’
commission dollars to be used for these sales agreements. In other
cases, the SEC is probing whether funds violated policies that require

-costs associated with marketing a fund to be included in a fund’s so-

called 12b-1 plan.

Id. [Emphasis added.]

119.
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THE ALLIANCE DEFENDANTS ENGAGED IN IMPROPER CONDUCT

The Di_rectbr Defendants Breached Their
Fiduciary Duties to- AllianceBernstein Funds Investors

Mutual fund Boards of Directors have a duty to protect investors and qlosely

guard the fees paid to an Investment Adviser and guaraﬁt_ee that they are not excessive and that =
the Investment Adviser is acting in the best interest of the mutual fund investors. As explained .
- by William Don,aldso'n,‘t_he head of the SEC, in a January 7, 2004 speech to the Mutual Funds

Directors Forum:

The board of directors of a mutual fund has significant
responsibility to protect investors. By law, directors generally are
responsible for the oversight of all of the operations of a mutual
fund. In addition, under the Investment Company Act, directors are
assigned key responsibilities, such as negotiating and evaluating
the reasonableness of advisory and other fees, selecting the fund’s

independent accountants, valuing certain securities held by the

fund, and managing certain operational conflicts.
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The role of fund directors is particularly critical in the mutual fund

context because almost all funds are organized and operated by
external money-management firms, thereby creating inherent
conflicts of interest and potential for abuse. Money-management
firms operating mutual funds want to maximize their profits
through fees provided by the funds, but the fees, of course, paid to
these firms, reduce the returns to fund investors.

‘Independent directors, in particular, should serve as “independent

watchdogs” guarding investors’ interests - and helping to protect

fund assets from uses that will be of primary benefit to

management companies. These interests must be paramount, for 1t
is the investors who own the ﬁmds and for whose sole benefit they
must be operated

http://www.sec. gov/news/speech/spchOl O704whd htm

120.

The Investment Company Instltute (“ICT”), of which Alliance is a member,

recently described the duties of mutual fund boards as follows:

DOCS\254975v1

More than 77 million Americans have chosen mutual funds to gain
convenient access to a professionally managed and diversified
portfoho of investments.

Investors receive many other bcneﬁts by investing in mutual funds,
including strong legal protections and full disclosure. In addition,
shareholders gain an extra layer of protection because each mutual
fund has a board of directors looking out for shareholders’

interests.

Unlike the dlrectors of other corporations, mutual fund
directors are responsible for protecting consumers, in this case,
the funds’ investors. The unique “watchdog” role, which does
not exist in any other type of company in America, provides

- investors with the con‘ﬁdence' of knowing that directors oversee
~the advisers who manage and service their investments.

* * *

1n particular, under the Investment Company Act of 1940, the

board of directors of a mutual fund is charged with looking

-after how the fund operates and overseeing matters where the
. interests of the fund and its shareholders differ from the

interests of its investment adviser or management company.
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* Understanding the Role of Mutual Fund Directors, available on the ICI’s website at

http://www.ici.org/issues/dir/bro_mf _directors.pdf. (Emphasis added).!

121.  AllianceBernstein Funds public filings state that the Board of Directors for each

Fund is responsible for the management and supervision of the AllianceBernstein Funds. In this

-regard, the Statement of Additio’nal Information dated_ Februaryl, 2003, .as amended November

3, 2003 for funds offered by AllianceBernstein Growth & Income Fund, Inc. (the “SAI”), which

includes the AllianceBernstein Growth & Income B Fund, which is available to the investor
-upon request, is typical of the SAls available for other AllianceBemnstein Funds. It states: “The

business and affairs of the Fund are managed under the direction of the Board of Directors.”

122.  Moreover, the SAI state, with respect to the duties of the Directors , as follows:

Under the Adv1sory Agreement, the Advisor furnishes advice and
recommendation with respect to the Fund’s portfolio of securities
and investments and provides persons satisfactory to the board of
Directors to act as officers and employees of the Fund. Such
officers and employees, as well as certain Directors of the Fund
may be employees of the Adviser or its affiliates.

* * *

The Fund has, under the Advisory Agreement assumed the
obligation for payment of all of its other expenses. As to the -
‘obtaining of services other than those specifically provided to the
Fund by the Adviser, the Fund may employ its own personnel. For.
-such services, it also may utilize personnel employed by the
: Adwser orits affiliates and, in such event, the services will be
provided to the Fund at cost and the payments must be specifically
: approved by the Fund’s Directors. -

[Erophasis added].

! The ICI describes itself as the national association of the U.S. investment company
industry. Founded in 1940, its membership includes approximately 8,500 mutual funds, 600
closed-end funds, 140 exchange-traded funds, and five sponsors of unit investment trusts. Its
mutual fund members have 87.7 million individual shareholders and manage approximately $7.8

trillion in investor assets.
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123.

The SAI also sets forth in greater detail the purported process by which the

investment managers are selected:

In approving the most recent annual continuance of the Fund’s

- Advisory Agreement, the Directors considered all information they

deemed reasonably necessary to evaluate the terms of the Advisory
Agreement. The principal areas of review by the Directors were .

- the nature and quality of the services provided by the Adviser and
the reasonableness of the fees charged for those services. These

matters were considered by the disinterested directors meeting
separately from the full Board with experienced counsel that is

. independent of the Advxser

The Directors’ evaluation of the quality of the Adviser’s services
took into account their knowledge and experience gained through

~_meetings with and reports of the Adviser’s senior management,

portfolio managers and administrative personnel over the course of
the preceding year. Both short-term and long-term investment
performance of the Fund, as well as senior management’s attention
to any portfolio management issues, were considered. The Fund’s
current and longer-term performance were compared to its

) performance benchmark and to that of competitive funds and other
- funds with similar investment objectives. The Directors also
- considered the scope and quality of the in-house research

capability of the Adviser and other resources dedicated to
performing its services. The quality of administrative and other
services, including the Adviser’s role in coordinating the activities -
of the Fund’s other service providers, were considered in light of
on-going reports by management as to compliance with investment

. policies and applicable laws and regulations and of related reports

by management and the Fund’s independent auditors in periodic

- meetings with the Fund’s Audit Committee.
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In reviewing the fees payable vinder the Advisory Agreément, the

Directors compared the fees and overall expense levels of the
Fund to those of competitive funds and other funds with similar
investment objectives. The information on advisory fees and
expense ratios, as well as performance data, included both
information compiled by the Adviser and information compiled
by an independent data service. The Directors also considered the
fees of the Fund as a percentage of assets at different asset levels
and possible economics of scale to the Adviser. The Directors
considered information provided by the Adviser concerning the
Adviser’s profitability with respect to the Fund, including the
assumptions and methodology used in preparing the profitability
information, in light of applicable case law relating to advisory
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fees. For these purposes, the Directors took into account not only
the fees paid by the Fund, but also so-called “fallout benefits” to
the Adviser, such as the engagement of affiliates of the Adviser to

_provide distribution, brokerage and transfer agency services to the
Fund, the benefits of research made available to the Adviser by

- reason of brokerage commissions generated by the Fund’s

securities transactions, and that the Advisory Agreement provides
that the Fund reimburses the Adviser for the cost of providing
certain administrative services. In evaluating the Fund’s advisory
fees, the Directors also took into account the demands, complexity
and quality of the investment management of the Fund.

- [Emphasis added).

124.  In truth and in fact, however, the AllianceBernstein Funds Boards of Directors

~were captive to and controlled by the Investment Adviser Defendants, who prevented the Board

of Directors from fulfilling their statutory and fiduciary duties to manage and supervise the

AllianceBernstein Funds, appro{re all significant agreements and otherwise take reasonable steps

to prevent the Investment Adviser Defendants from skimming AlliaxiceBernstein Funds assets.

.In many cases, key AllianceBernstein Funds Directors were employees or former employees of

.the Investment Adviser Defendants and were beholden for their positions, not to

AllianceBernstein Funds investors, but, rather, to the Investment Adviser Defendants they were

‘supposed to oversee. The members of the AllianceBemnstein Boards of Directors served for
indefinite terms at the pleasure of the Investment Adviser Defendants and formed purportedly
“-independent committees, charged with responsibility for billions of dollars of fund assets

‘(comprised largely of investors’ college and retirement savings).

125, - The AllianceBemstein Directors oversaw dozens of AllianceBernstein Funds
rendering\'it impracticable for them to properly perform their supervisory and monitoring
functions. Therefore, the AllianceBernstein Funds’ Directors functioned to falsely legitimize

Alliance’s improper conduct.
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126. To ensure that the Directors were'cdmpliant, the Investment Adviser Defendants
often recruited key fund Directors from the ranks of investment adviser bompam'es. For

example, in addition to bemg a trustee or director of several AllianceBernstein Funds, defendant

- Carifa was also the President, Chief Operating Officer, and Director.of ACMC. Defendant

Dievler was the former Senior Vice President of ACMC responsible for mutual fund

administration.

127; In exchange for creating and managing the AllianceBernstein Funds, including

' "thé AllianceBernstein Growth and Income Fund and the -AllianceBefnstein Technology Fund, the
“Investment Adviser Defendants charged the AllianceBemstein Funds a variety of fees, each of
“which was calculated as a percentage of assets under management. Hence, the more money

“‘invested in the funds, thé greater the fees paid to the Investment Adviser Defendants. In theory,

the fees charged to mutual fund investors are negotiated at arm’s-length between the fund board

“and the investment management company and must be approved by the independent members of

the board. However, as a result of the Alliance Boards of Directors’ dependence on the

investment management company, and its failure to properly manage the investment advisers,

millions of dollars in AllianceBernstein Funds assets were transferred through fees payable from
- AllianceBemstein Funds assets to the Investment Adviser Defendants that were of no benefit to

" fund investors.

128. These praétices prdved to be enormously profitable for Allianée at the expense of -
Plginﬁﬁs and the other members of the Class who had invested in the AllianceBemstein Funds.
In this regard, a Forbes article, published on September 15, 2003, stated as follows:

The average net profit margin at publicly held mﬁtual fund firms

was 18.8% last year, blowing away the 14.9% margin for the |
~ financial industry overall . ... Economies of scale? This is a
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business made for them - but, . . . the customers don’t See~the
benefit. ’ ’

The [mutual fund] business grew 71-fold (20 fold in real terms)
in the two decades through 1999, yet costs as a percentage of
assets somehow managed to go up 29%. ... Fund vendors have
a way of stacking their boards with rubber stamps. As famed
investor Warren Buffett opines in Berkshire Hathaway’s 2002

- annual report: ‘Tens of thousands of “independent” directors; over
more than six decades, have failed miserably.” A genuinely
independent board would occasionally fire an incompetent or
overcharging fund adviser. That happens just about never.” - -

 (Bmphasis added).

129.  Due in large part to the conflicted boardroom cuifure created by Alliance’s
Directros, Plaintiffs and the other members of the Class never knev&, nor could they have known,
from reading the Fund Prospectuses or otherwise, of the extent to which the Investment Adviser

_Defendams were using so-called 12b-1 fees, directed brokerage, excessive commissions, and

 other revenue sharing payments, to improperly siphon assets from the Funds to the detriment of
' Plaintiffs and the Class.

" _The SEC and NASD Condemn Practices Identical to Those of Alliance

130. The practices of Alliance — revenue-sharing payments, directed brokerage,
excessive fees = create undiscicsed conflicts of interest.” As described by the National
Association of Insurance 'aqd Financial Advisors: '

Directed brokerage results when a mutual fund manager uses
commissions payable for executing the fund’s securities trades to -
obtain a preferred position for the fund in the broker-dealer’s
distribution network. This practice creates numerous potential
conflicts of interest, including possible incentives for broker-
dealers to base their fund recommendations to customers on
brokerage commission considerations rather than on whether a

~ particular fund is the best match for a client.

See http ://Www.ﬁaifa.org/ﬁ‘ontljne/20040428_SEC_aa.html.
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131. Additionally, in several actions to date against brbkeragés and mutual funds, the
SEC, the NASD and various other govemment regulators have made it clear that the undisclosed
use of excessive commissions and directed brokerage to paﬁicipéte in “shelf-space programs” -
as Alliance has done here — are highly imprbp-er. |
| | 132. The SEC has brought actions against other muﬁaI'Md companies for the same
type of beh:;.vior complained abouf here. 4As stated in a recent SEC Administrative Proceeding

against Massachusetts Financial Services, Inc. (“MFS”):

MFS did not adequately disclose to MFS shareholders thﬁt it
Allocated Fund Brokerage Commissions to Satisfy Strategic
Alliances. : S

* * *

Specifically, Item 16(c) of the Form N-1A requires a description in
the SAI of “how the Fund will select brokers to effect securities
transactions for the Fund” and requires that “[i}f the Fund will
consider the receipt of products or services other than brokerage or
research services in selecting brokers, [the Fund should] specify
those products or services.”

* * *

The SAIs did not adequately disclose to shareholders that MFS
had entered into bilateral arrangements.in.which.it agreed to. . .
allocate specific negotiated amounts of fund brokerage
commissions, subject to best execution, to broker-dealers for
“shelf space” or heightened visibility within their distribution
‘systems.

See The March 31, 2004 SEC Order Instituting Administrative and Cease-and-Desist

P{océedings, Making Findings and Imposing Remedial Sanctions against MFS, File No. 3-

1 1450, at http://www.sec.gov/litigation/admin/ia-2224.htm. (Emphasis added).

133.  Similarly, in the Administrative Proceeding against Morgan Stanley, the SEC

explained:
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At issue in this matter are two distinct disclosure failures. The first
relates to Morgan Stanley DW’s operation of mutual fund
marketing programs in which it collected from a select group
of mutual fund complexes amounts in excess of standard sales
loads and Rule 12b-1 trail payments. These programs were
designed to specially promote the sale of those mutual funds
with enhanced compensation to individual registered
representatives, known as financial advisors (“FAs”), and
branch managers as well as increased visibility in its extensive
retail distribution network.

See The Morgan Stanley SEC Cease-and-Desist Order, at

http://Www.sec.gov/litigation/admin/33-8339.htm (footnote omitted) (emphasis added). In the

‘Morgan Stanley situation, the improper revenue sharing payments were made by the Funds in

part through directed brokerage, and in part through straight cash payments characterized as

being paid from the assets of the fund advisors of distributors.

134.

On Septembgr 15, 2004, PIMCO fund affiliates entered into a settlement with the -

SEC. Similar to the allegations in this complaint against Alliance, the SEC charged PIMCO

entities with failing to disclose their use of directed brokerage to pay for shelf-space at brokerage

firms. The Press release stated:
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The Securities and Exchange Commission announced today a
settled enforcement action against the investment adviser, sub-
adviser, and principal underwriter and distributor for the PIMCO
Funds Multi-Manager Series funds (the PIMCO MMS Funds). The.
suit charges the entities with failing to disclose to the PIMCO

- MMS Funds’ Board of Trustees and shareholders material

facts and conflicts of interest that arose from their use of
directed brokerage on the PIMCO MMS Funds’ portfolio
transactions to pay for “shelf space arrangements with

~selected broker-dealers.

* * *

Stephen M. Cutler, Director of the SEC’s Division of Enforcement,
stated, “An investment adviser’s undisclosed use of mutual fund
assets to defray the adviser’s, or an affiliated distributor’s, own
marketing expenses is a breach of the adviser’s duty. Our action
today — like the action brought by the Commission against
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Massachusetts Financial Services Company some six months ago
— demonstrates the Commission’s resolve to ensure that mutual
fund shareholders know how their money is being spent.”

See http://www.sec. gov/news/press/2004-130.hhn. (Emphasis added).

| 135. On December 13, 2004, the SEC announced a settlemeﬁt of charges against
‘Franklin Advisers, Inc. and Franklin Templefon Distributors (éollectiveiy “Franklin”) “alleging
thgt Frmﬁim without proper disclosuré, used fund assets to cofnpénsate brokerage firms for .

| recommending the Franklin Templeton mutual funds over others to their clients.” The SEC

- press release continued:

This practice is known as compensating brokerage firms for “shelf
space.” As part of the settlement, Franklin agreed to pay $1
million in disgorgement and a $20 million penalty as well as
undergo certain compliance reforms.

* * *

The use of brokerage commissions to compensate brokerage firms
for marketing created a conflict of interest between FA and the
funds because FA benefited from the increased management fees
resulting from increased fund sales. Mutual funds that follow this
practice of using brokerage commissions for marketing have an
incentive to do their fund portfolio trading through brokerage firms
‘that might not be the best choice for fund shareholders. FA was
required, but failed, to disclose adequately the arrangements to the
boards so they could approve this use of fund assets, and to
shareholders so they could be informed when making investment

decisions.
See http /1www.sec. gov/news/press/2004-168 htm.
— '136. Most recently, on December 22 2004, the SEC NASD and NYSE announced
f\s;‘ettled enforcement proceedings against EdWard D. Jones & Co., L.P. (“Edward Jones”) “related
* to allegations ﬁ1at Edward Jones ﬁléd to adequately disclose revenue—shmiﬁg payments that it

received from a select group of mutual fund families that Edward Jones recommended to its
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customers.” As part of the settlement, Edward Jones pald $75 million in disgorgement and civil

penalnes The press release continued:

Linda Chatman Thomsen, Deputy Director of the Commission’s
Division of Enforcement, said “Edward Jones’ undisclosed receipt
of revenue sharing payments from a select group of mutual fund
families created a conflict of interest. When customers purchase
mutual funds, they should be told about the full nature and extent
of any conflict of interest that may affect the transaction. Edward
Jones failed to do that.”

* * *

In NASD’s separate settlement, in addition to the receipt of direct
revenue sharing payments, NASD found that the firm gave
preferential treatment to the Prefeérred Funds in exchange for
millions of dollars in directed brokerage from three of the
Preferred Fund families. - This violates NASD’s ‘ Anti-Reciprocal
Rule,” Conduct Rule 2830(k), which prohibits regulated firms
from favoring the distribution of shares of particular mutual funds
on the basis of brokerage commissions to be paid by the fund
companies.

.See http://www.sec. gbv/neWs/press/2004-1 77 .htm.

137.  The undisclosed excessive commissions, directed brokerage business, and cash
payments used by Defendants, and considered improper by the SEC as noted above, did not fund

any services that benefited the AllianceBernstein Funds’ shareholders. These practices

‘materially harmed Plaintiffs and other members of the Class from whom the illegitimate and
‘improper fees were taken.

: .The-'investment Adyviser Defendants Usled

Rule 12b-1 Marketing Fees For Improper Purposes

'\1_38. Rule 12b-1 fees were routinely taken from thevAllianceBernstein Funds ahd their |

investors. For example, for the fiscal period ended July 31,2003, 12b-1 fees taken ﬁom the

AllianceBemstein Premier Growth Fund under a 12b-1 Plan were $27,787;103. During the fiscal
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year ended October 31, 2003, 12b-1 fees ﬁom the AllianceBernstein Growth and Income Fund
totaled $41,391,766. |
139. By paying excessive brokerage commissions, directed brokerage, and cash

payments, Alliance violated Secﬁon 12 of the Investment Coﬁipany Act because such payments
were not made pursuant to a valid Rule 12b-1 Plan. |

| 140. Section 12(b) of the Investment Compaﬂy Act prohibits mutual funds from
directly or indirectly distributing or marketing their own shares uniess certain enumerated.
copditions set forth in Rule 12b-1, promulgat_ed by the SEC pursuant to the Investment‘ Company

Act, are met. The Rule 12b-1 conditions, amorig others, are that payments for marketing must be

" made pursuant to a written plan “describing all material aspects of the pfoposed ﬁnancing of
~ distribution;” all agreements with any person relating to implementation of the plan must be in

writing; the plan must be approved by a vote of the majority of the board of directors; and the .

board of directors must review, at least quarterly, “a written report of the amounts so expended
and the purposes for which such expenditures were made.”
141. Additionally, the directors/trustees “have a duty to request and evaluate, and any

person who is-a party to any agreemeﬁt with such-company relating"-to such plati shall have a

- duty to furnish, such information as may reasonably be necessary to an informed determination
of whether the plan should be implemented or continued.” The directors/trustees may continue
~the plan “only if the board of directors who vote to approve such implementation or continuation

-@nclude, in the exercise of reéSonable‘business judgment, and in light of their fiduciary duties

under state law and section 36(a) and (b) [15 U.S.C. § 80a-35(a) and (b)] of the Act that thereis - |

a reasonable likelihood that the plan will benefit the company and its shareholders.”

. (Emphasis added).

DOCS\254975v1 48



142.. The exceptions to the Section 12(b) prohibition on mutual furid marketing were

enacted in 1980, principally on the ground that the marketing of mutual funds, all things being

equal, should be encouraged because increased investment in mutual funds would presumably =

result in economies of scale, the benefits of which would be shifted from fund managers to
‘investors. During the Class Period, the Boards of Directors authorized, and the Investment

Adviser Defendants collected, millions of dollars in purported Rule 12b-1 marketing and

 distribution fees. These excessive fees were paid to Alliance Distributors as well as the brokers

_for_ pushing AllianceBemstein Funds.

143. However, the purported Rule 12b-1 fees charged 'to AllianceBemstein Fv;'.nds
investors were highly improper because the conditions of Rﬁle- 12b-1 were not met. There was
no “reasonable likelihood” that .the plan would benefit the company and its shafeholders. On the
ciontrary, as the Funds were marketed and the number _of Fund investors increased, the economies
6f scale thereby created, if ‘any, were not passed on to AllianceBernstein Funds investors. For |
example, despite the fact the net assets of the AllianceBemstein Growth & Income Fupd
increased from $1,503,874 to $3_,003,00_1 during the Class Period, the net ésset value per share of
the fund decreased by 24.5%, falling ﬁoﬁl $344 iri 1999°t6 $2.60 in 2003. Yet during the same

peﬁod, expenses charged by Defendants incredsed, with the ratio of expenses to net assets

jumping from 0.93% in 1999 to 1.22% in 2003.

144, Moréover, Defendants failed to reduce 12b-1 fees as the assets of the Funds

incrgased. As fund assets increase, certain fixed costs remain the same, thereby reducing the

overall costs per investor. To account for the decline in costs, fees to the Funds and its investors
should be reduced. Despite this fact, Defendants failed to reduce 12b-1 fees that should not have

increased as the size of the Fund asserts increased.
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145. Therisein the expense ratio and simultanéous fall in»th'e net asset value of the
Fund, while the Funds were expanding, and the failure to reduce 12b-1 fees, were red flags that
the Director Defendants knowingly or recklessly disregarded. The AllianceBernstein Funds’ -

marketing efforts were creating diminished marginal returns under circumstances where

1increased fund size correlated with reduced liqﬁidity and fund pérformance. The Director
Defendants ignored or failed to review written reports of the amounts expended pursuant to the

_ AllianceBernstein Funds Rule 12b-1 Plan, and the information pertaining to agreements entered

into pursuant to the Rule 12b-1 Plan, on a quarterly basis as required and hence failed to-

--terminate the plans and the payments made pursuant to the Rule 12b-1 Plan, even though such

payments harmed AllianceBemstein Funds shareholders.

146. Defendants wrongfully inflated advisory fees ﬁough the 12b-1 plans by shifting
to the Funds or investors expenses which were the responsibility of the Investment. Advisers
without any correspondiﬂg reduction in the advisory fees. Furthermore, the 12b-1 payments
benefited the Investment Adviser Defendants by expanding the size of the Funds and thereby
increasing the doliar amount of the advisors’ fees. The Iﬁves&nent Adviser Deféndants

improperly‘failed to reduce their advisory fees by the amount of the benefit they received as a

- result of the 12b-1 payments. This resulted in inflated advisory fees and directly impacted the

shareholders’ investments.

The Improper Use of Excessive Commissions and Directed Brokerage .

147.  The Investment Adviser Defendants paid excessive commissions and directed
broﬁerage business to broker-dealers who steereci their clients into AllianceBemnstein Funds as
part of a-quid pro quo “shelf-space” program arrangement between Alliance and brokerages.
Such payments and directed brokerage payments were used to fund undisclosed financial

incentives to further push AllianceBernstein Funds. These incentives created an undisclosed
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- conflict of interest and caused brokers to steer clients to AllianceBemstéin Funds regardless of

the funds’ investment quality relative to other investment alternatives and to thereby breach their
duties of loyalty.

148. By paying the éxcessive commissions and directing brokerage business to

participate in “shelf-space” programs, the Investment Adviser Defendants violated Section 12 of

. the Investment Company Act, because such payments were not made pursuant to a valid Rule

12b-1 Plan. Furthermore, the directed brokerage violated applicable SEC regulations because

the amounts paid were over and above standard brokerage costs in order to éompensate the

- brokers for preferential treatment.

1;'19. The excessive commissions and directed brokerage used by Alliance did not fund
a;iy' services that benefited the. AllianceBernstein Funds shareholders. This practice materially
harmed Plaintiffs and other members of the Class from whom the illegitimate and improper fees
under the guise of so-called /excessive comimissions and dﬁected brokerage business were taken.
Improper Use of Soft Dollérs

150. Invesﬁnent advisers routinely pay broker comnﬁssion; on the purchase and sale of
fund securities, and such commissions may, under certain circumstances, properly be used to

purchase certain other services from brokers as well. Specifically, the Section 28(e) “safe

harbor” provision of the Securities Exchange Act carves out an exception to the rule that requires

investment manageme‘nt‘ companies to obtain the best possible execution price for their trades.
Se;\:tion 28(e) provides that fund managers shall not be deemed to have breached their.ﬁducia.ry
duti\ég“‘solely by reason of [their] having caused the account to pay a . . . broker . . . in excess of
the amount of commission another . . . broker . . . would have charged for effecting the -
transaction, if such person determined in good faith that the amount of the commission is

reasonable in relation to the value of the brokerage and research services provided.” 15 U.S.C. §
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78bb(e)(1) (emphasis added). In other words, funds are allowed to include in “commissions™
payment for not only purchase and sales execution, but also for specified services, which the
SEC has defined to include, any service that “provides lawful and appropriate assistance to

money manager in performance of his investment decision making responsibilities.” The

commission amounts charged by brokerages to investment advisers in excess of the purchase and -

sale charges are known within the indﬁstry as “Soft Dollars.”

151.  The Investment Adviser Defendants” actions went far beyond what is permitted -

" by the Section 28(e) safe harbor by routinely using “Soft Dollars” as excessive commissions to

pay brokers to push unwitting clients into AllianceBernstein Funds. The Investment Adviser
Defendants used Soft Dollars to pay for these excessive commissions as well as overhead costs

(for items such as computer hardware and software) thus charging AllianceBernstein Funds

investors for costs not covered by the Seetion 28(e) safe harbor and that, consistent with the

Investment Advisers’ fiduciary duties, properly should have been borne by the Investment
Adviser Defendants. |

152.  The Investment Adviser Defendanté paid excessive commissions to broker dealers
-on top of any legitimate Soft Dollars to steer their (;lients to AllianceBernstein Funds and also
directed brokerage business to ﬁfmsthé.t favored AllianceBemstein Funds. Such payments and
&ccted-brokerage payments weré used to fund sales contests and other undisclosed financial |

incentives to-push AllianceBernstein Funds. These improper incentives created an undisclosed o

“. conflict of interest and caused brokers to steer clients to AllianceBemstein Funds regardless of

the Funds’ investment quality relative to other investment alternatives for the investor and to
thereby breach their duties of loyalty to Plaintiffs and the other members of the Class. By paying-

the excessive brokerage commissions, the Investment Adviser Defendants also violated Section
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12 of the Investment Company Act, because such payments were not made pursuant to a valid

Rule 12b-1 plan.

153.  Additionally, the Investment Adviser Defendants have a practice of charging

" lower management fees to institutional clients than to ordinary mutual fund investors through

their mutual fund holdings. This diécriminatory treatment cannot be justified by any additional

‘'services to the ordinary investor and constitutes a further breach of fiduciary duties.

The Prospectuses Were Materially False and Misleading

154. Plaintiffs and the other members of the Class were entitled to, and did receive,

-prospectuses pursuant to which the AllianceBernstein Funds shares were offered.

155. Prospectuses are required to disclose all material facts in order to provide
investors with information that will assist them in making an informed decision about whether to
invest in a mutual fund. Section 34(b).0f the Investment Company Act, inter dlia, requires that
such disclosures be m straightfoerard and easy to understand language such that it is readily
comprehensible to the average investor.

156. Each of the Alliance prospectuses and SATs-issued during the Class Period failed

to-disclose properly to investors material information about the AllianceBernstein Funds and the

fees and costs associated with them. As set forth below, each of the A_lli_anceBernstein
prospectuses and SATs issued du:ing the Cléss Period contained substarlltially the same materially
false and misleading statements, in that they omitted key information regarding the Funds’
strategy for growth of assets, revenue-sharing, directed brokerage, 12b-1 fees and Soft Dollars.
Sugﬁ’inforrnation was required to be disclosed in “easy to understand language” so that a

reasonable investor could make an informed decision whether or not to invest in the Funds.
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B --‘.'Materizitl Omissions Regarding Strategies for Growth

157. The November 3, 2003 Prospectus for the AllianceBemstein Premier Growth

Fund is similar in substance to all AllianceBemstein Funds Prospectuses issued during the Class

‘Period in that it omits to state that one of the principal methods for increasing asséts of the Funds

was through participation in “shelf-space prdgr,ams.’f For example, the Prospectus states the
Fund’s “investment IObjec,tAive is long-term growth of capital. . . .”
158.  This statement is materially false and misleading because it failed to disclose that

one of the strategies of the Fund was to pay brokers kickbacks to steer clients into the Funds,

‘thereby growing Fund assets in order to maximize managemeht fees payable to the Investment
-Adviser.

‘Material Omissions Regarding Revenue-Sharing

'159.  The November 3, 2003 Prospec‘tus-for the AllianceBemnstein Premier Growth
Fund is similar in substance tov all Prospeétuses issued during the Class Period in that under the
heading “Distribution Services Agreement” it stated with respect to its description of the
distribution plan and method by which it offered shafes to the public:

Distribution services fees are accrued daily and paid monthly and
are charged as expenses of the Fund as accrued. The distribution
services fees attributable to Class B shares and Class C shares are
designed to permit an investor to purchase such shares through
_‘broker-dealers without the assessment of an initial sales charge
and at the same time to permit the Principal Underwriter to
- compensate broker-dealers in connection with the sale of such
shares. :

* * Co%

The Adviser may from time to time and from its own funds or such
other resources as may be permitted by rules of the Securities and -
Exchange Commission make payments for distribution services to
the Principal Underwriter; the latter may in turn pay part or all of
such compensation to brokers or other persons for their
distribution assistance.
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[Emphasis.addéd]. .

' ‘160. The Prospectus, as wéll as all othef AllianceBernstein Prospectuses, are materially
false and misleading in that they failed. to disclose, inter alia, that the purpose of such payments
was not to compensate for normal brokerage costs, but rather for preferential treatment in the
marketing of such shares. They also failed to disclose the massive aggregate amount of such
payments as well asAthe following materially misleading adverse facts which alsq damaged
Plaintiffs and the other members of the Class: |

(a)  thatthe Inve_stmexit Adviser Defendants and/or Alliance Distributors used
: investor assets to pay broker-dealers to satisfy bilateral arrangements with brékerages
lcnonn as “shelf-space” programs whereby the broker steered clients into
AllianceBernstein Funds; |
(b)  that thé Investment Advisor Defendants and/or Alliance Distributors used
brokerage commiss,ions and other methods of payment over and above those allowed by
- Rule 12b-1 to pay for the “shelf-space” programs, and that the revenue-sharing payments
were in excess of standard sales loads and 12b-1 payments;
(c) that the Investment Adviser Defeﬁdants’ aﬁd/or Alliance Distributors
directed brokerage payments to firms that favored AllianceBernstein Funds to satisfy
bilateral arrangements with brokerages pursuant to “shelf-space” prograins and that this
directed brokerage was a form of marketing that was not disclosed in or authorized by the
Allianchernstein Funds Rule 12b-1 Plan and also involved direct costs to the Funds;
(d)  that the Investment Adviser Defendants and/or Alliance Distﬁbutors
compensated themselves out of investor assets for any payment they made pursuant to

revenue-sharing agreements;
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{e) - -that such revenue—shziring payment created \ihdisclosed conflicts of -

interest;

[§3) that the AllianceBernstein Funds Rule 12b-1 Plans were not in compliance

with Rule 12b-1, and that payments made pursuant to the plan were in violation of

- Section 12 of the Investment Company Act because, among other reasons, the plan was

‘not properly evaluated by thq Director Defendants and there was not a reasonable

likelihood that the plan would benefit the compény and its shareholders;

. (g)  that any economies of scale achieved by marketing of the

* " AllianceBernstein Funds to investors were not passed on to AllianceBernstein Funds K

investors; but rathér, as the AllianceBernstein Funds grew, fees charged to
lAllianceBemstein Funds investors continued to increasé; and

(h)  that the Dﬁector befendantshad abdicated their duties under the
Investment Company Apt and their common law fiduciary duties, failed to monitor and
supervise the Investment Adviser Defendants and, as a consequencé, the Investment

Adviser Defendants were able to systematically skim millions of dollars from the

.investoré of AllianceBernstein Funds.

Material Omissions Regarding Directed Brokerage Business

161. - The November 3, 2003 Prospectus for the AllianceBernstein Premier Growth

Fund is similar in substance to all AllianceBernstein Fund Prospectuses: issued during the Class

Period in that under the heading “PORTF OLIO TRANSACTIONS” it states:

Subject to the general supervision of the Board of Directors of the
Fund, the Adviser is responsible for the investment decisions and

- the placing of orders for portfolio transactions for the Fund. ...
When consistent with the objective of obtaining best execution,
brokerage may be directed to persons or firms supplying
investment information to the Adviser. There may be occasions
where the transaction cost charged by a broker may be greater than
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that which another broker may charge if the Fund determines in
good faith that the amount of such transaction cost is reasonable in
relation to the value of the brokerage research and statistical
services provided by the executing broker.

[Emphasis added). -

162.  The above statement is materially false and misleading in that it failed to disclose,

that Defendants chose brokers and/or Alliance Distribhtors to execute sales of the Funds’

~ portfolios — and thereby directed the commissions from the sales of the portfolio securities to

these brokers — to satisfy negotiated arrangements with brokerages to give Alliance “shelf-space”

. visibility and to push their clients into AllianceBernstein Funds in exchange for directed

brokefage. Additionally, the above stéfement is materially false and misieading for the following
reasons:

(@) - the Investment Adviser Defendants and/or Alliance Distributors used
investor assets to pay broker-dealers to satisfy bilateral arrangemenis with brokérages
known as “shelf-spa;ce” progrmns whereby the broker steered clients into |
AllianceB ernstein Funds;.

(b)  the Investment iAdvisor Defendants and/or Alliance Distributors used
brokerage commissions and other methods of payment over and above thoset allowed by
Rule 12b-1 to pay fbr thé .“sﬁelf-épacb_'e‘” programs, that the revenue-sharing ﬁayments
were in excess of standafd sales loads and 12b-1 payments and that the co'rrifnission
payments were higher t‘hén what would be “best execution"’ or standard in order to

| cor_npensate brokers for promoting Fund shares; |
| (c) " the Investment Adviser Deféndants and/or Ailiance Distributors directed
brokerage payments to firms that favored AlljanceBernstein Funds to sétisfy bilateral

arrangements with brokerages pursuant to “shelf-space’ programs and that this directed
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brokerage was a form of marketing that was not disclosed vin or authorized by the
AllianceBernstein Funds Rule 12b-1 Plan;
(d)  such revenue-sharing payments created undisclosed conflicts of interest,
(¢)  the AllianceBemstein Funds Rule 12b-1 Plgns wére not in @mplimce '
‘with Rule 12b-1, aﬁd that payments made pursuant to the plan were in violation of
Séctibn 12 of the Investment Company Act because, among other reasons, the plan was
not properly evaluated by the Director Defendants and there was not a reasonable
| likelihood that the plan would benefit the Funds and their shareholders;
® any-economies of scale achieved by marketing of the AllianceBemstein
| Funds to .invgstors were not passed on to AilianceBemstein Funds investors; but rather, as
the AllianceBernstéin Funds grew, fees charged td AllianceBermnstein Fundé investors
- - continued to increase; and
H (2 the Director Defendants had abdicated their dﬁties under the Investment
Company Act and their common law fiduciary dutiés,_failed to monitor and sﬁpervise the
Inyéstment Adviser Defendants and, as a consequence,'the Investment Adviser
Defendants were able to systematicglly skim millions of dollars from the investors of
. AllianceBemstein Funds.
~ Material Omissions Regarding 12b-1 Fees -
163. The November 3, 2003 Prospectus for the AlliancéBernStein_ Premier Growth
| Fund is similar in substance to all AllianceBernstein Funds Prospectuses 1ssued during the Clasé
;féﬁod in that under the heading “Distribution Services Agreement” it states:
The Fund has entered into a Distribution Services Agreement (the
“Agreement”) with ABIRM, the Fund’s principal underwriter (the
“Principal Underwriter”), to permit the Principal Underwriter to

distribute the Fund’s shares and to permit the Fund to pay
distribution services fees to defray expenses associated with
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distribution of its Class A shares Class B shares and Class C
shares in accordance with a plan of distribution that is included
in the Agreement and which has been duly adopted and approved

- In accordance with Rule 12b-1 under the 1940Act (the “Rule 12b-1
Plan™). '

~ [Emphasis added].

164. The above statement is materially false and misleadjhg in that it fails to state that
Alliance used 12b-1 fees to participate in “shelf-space programs” to provide kickbacks to brokers

for directing their clients into AllianceBernstein Funds, and it fails to disclose the massive

aggregate amounts involved, and it :fails to disclose the benefits accorded to the Investment

Advisers from that program. Additibna.liy, the above statement is materially false and
misleading for the following reasons: |
(@ the Investme'l;t Adviser Defendants and/or Alliance Distributors used
. investor assets to pay broker-deal_ers to satisfy bilateral arr_angementé with brokerages
known as “shelf—spacg” programs whereby the broker steered clients into
AllianceBernstein Funds;
(b) the levestln(:nt Advisor Defendaqts and/or Alliance Distributors used
-brokerage commiésions and other methods of payment over and above those allowed by -
Rule 12b-1 to pay for the “shelf—spa‘ce’,’ programs, and that the revenue-sharing payments -
were in excess of standard sales loads and 12b-1 payments; -
| (¢)  the Investment Adviser Defendants and/or Alliance Distributors dire;:ted
brokeragé payments to firms that favored AllianceBernstein Funds to satisfy bilateral
he arrangements with brokerages pursuant to “shelf-space” programs and tﬁat this directed
brokerage was a form of marketing that was not disclosed in or authorized by the

AllianceBemstein Funds Rule 12b-1 Plan;
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o +(d)  the Investment Adviser Defeﬁdants. and/or Alliance Distributors
~ compensated themselves out of investor assets for any payment they made pursuant to
revenue-shéring agreements;
(e) such revenﬁe—'sharixig payments created undisclosed conflicts of interest;
(D the AllianceBemstein Funds Rule 12b-1 Plaﬁs were not in compliance )
with Rule 12b-1, and that payments made pursuant to the plan were in violation of
SecﬁOn 12 of the Investment Company Act beéause, among.other reasons, the plan was
" not properly evaluated by the Director Defendants and there was not a reasonable
'likelihood that the plan would benefit the Funds and their shareholders;
| (8 any economies 6f scale achieved by marketing of the AlliéncéBem’stein
Funds to investors were not passed on to' AllianceBernstein Funds investors; but rather, as
‘the AllianceBernstein Fﬁnds grew, fees charged to AllianceBernstein Funds investors «
continued to increase; and |
(h) the Director Defendants had abdicated their duties under the Investment
-Company Act and their common law fiduciary duties, failed to monitor and supervise the -
Investment Adviser Defendants and, as a consequence,.the Investment Advise.r
" Defendants were able to systemafically skim millions of dollars from the investors of
AllianccB ernstein Funds.
Material _Omiss'ions',Regarding Soft Dollars |
- 165. Tﬁe November 3, 2003 Prospégtus fof the AllianceBernstien Premier Growth
' F\md is similar in substance to all AllianceBemstein Funds Prospéctuses issued duriﬁg the Class
Period in that under the heading “PORTFOLIO TRANSACTIONS” it states:
| The investmenf information provided to the Adviser is of the type

described in Section 28(e)(3) of the Securities Act of 1934 and is
‘designed to augment the Adviser’s own internal research and
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investment strategy capabilities. Research services furnished by
brokers through which the Fund effects securities transactions are
US'ed by the Adviser in carrying out its investment responsibilities
wit respect to all its cliént accounts.
166. The Prospectus, as well as all other Alliance Prospectuses, are materially false and
- misleading in that they failed to disclose, inter alia, the follévvi'ng matérially misleading adverse
| facts which damaged Plaintiffs and vthe other members of the Class:

(@ - the Investment Adviser Defendants and/or Alliailce Distributors used
investor assets to pay broker-dealers to satisfy bilateral arrangements with brokerages.
known as "‘shelf-sp‘ac.e” programs whereby the broker steered clients into
AllianceBernstein Funds; |

(b) the Investment Advisor Defendants and/or Alliance Distributors used
Brokerage commissions é.nd other methods of payment over and above those allowed by
Rule 12b-1 :to pay for ﬂle “shelf-space” prograrns; and that the revenue-sharing payments
were in excess of standard sales ioads and 12b-1 payments;

©) thé Investment Adviser Defendants and/or Alliance Distributoré directed
brokerﬁge payments to firms that favored‘ AllianceBemstein Funds to satisfy bilateral
arrangementé with brokcfages pursuant to ‘;shelf-spéce” pfograms and that thls directed
bfokerage was a form of inarketing that was not disclosed:in or a'uthorizedvby the
AllianceBernstein Funds Rule 12b-1 Plaﬁ;

(d) thé Ihvestrpent Adviser Defendants and/or Alliance'DistIibut.ors
combensated themselvésb out of investor assets for any payment they made pursuant to

revenue-sharing agreements;

- (e) such revenue-sharing payments created undisclosed conflicts of interest;
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()  that the soft dollar commissions were not for payment of 1egitimate
research costs, but were a concealed method of paying brokers for preferential treatment

in the marketing of AllianceBemnstein shares, and as such constituted an integral part of

. the revenue sharing program;

(g) the AllianceBernstein Funds Rule 12b-1 Plans were not iri compliance
with Rule 12b-1, and that payments made pursuant to the plan were in violation of
Section 12 of the Investment Company Act because, among other reasons, the plan was

‘not properly evaluated by the Diféctor Defendants and there Was not a reasonable

likelihood that the plan would benefit the Funds and their shareholders;

(h)  any economies of scale achieved by marketing of the AllianceBemstein

* Funds to investors were not passed on to AllianceBernstein Funds investors; but rather, as

the AllianceBernstein Funds grew, fees charged to AllianceBernstein Funds investors
continued to increase; and |

@) | the Director Defendants had abdicated their duties under the Investment
Company Act and their common law fiduciary duties, failed to monitor and supervise the
Investment Advi;er Defendants and, as a consequence, the Investment Adviser

Defendants were able to systematically skim millions of dollars from the investors of

' _AllianceB emnstein Funds.

‘The Annual Reports Were False and Misleading

167. Defendants filed yearly Annual Reports with the SEC for each of the

AllianceBernstein portfolios or funds. These reports were also sent to shareholders of the Funds,

including Plaintiffs.

168.  Each of the AllianceBernstein Annual Reports issued during the Class Period

failed to properly disclose to investors material information about the AllianceBernstein Funds
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and the fees and costs associated with them. Each of the AllianceBernstéin Annual Reports

contained the same materially false and misleading statements and omissions regarding 12b-1
fees.
169. The December 31, 2002 Annual Report for the Alliance Variable Products Series

Fund for the AllianceBernstein Siall Cap Value Portfolio, is similar in substance to al

_AllianceBernstein Fund Annual Reports issued during the Class Period and states:

The Portfolio has adopted a Distribution Plan (the "Plan") for Class
B shares pursuant to Rule 12b-1 under the Investment Company
Act of 1940. Under the Plan, the Portfolio pays distribution and
servicing fees to Alliance Fund Distributors, Inc. (the
"Distributor”), a wholly-owned subsidiary of the Adviser, at an

~ annual rate of up to .50 of 1% of the Portfolio's average daily net
assets attributable to the Class B shares. The fees are accrued daily
and paid monthly. The Board of Directors currently limits
payments under the Plan to .25 of 1% of the Portfolio's average
daily net assets attributable to Class B shares. The Plan provides
that the Distributor will use such payments in their entirety for
distribution assistance and promotional activities.

[Emphasis added].

170. Thé-above statement is materially false and misleading in that it fails to state that
Alliance used 12b-1 fees to participate in “shelf-space programs” to provide kickbacks to brokers
for directing their clieﬁts into Ailianceﬁernstein Funds and by failing to reveal the me;ssive |

aggregate amounts involved and the benefits received by the Investment Adviser Defendants

- from that program. Additionally, the above statement is materially false and misleading for the

following reasons:
~ (a) the Investment Adviser Defendants and/or Alliance Distributors ﬁsed
investor assets to pay broker-dealers to satisfy bilateral arrangements with brokerages

known as “shelf-space” programs whereby the broker steered clients into

AllianceBernstein Funds;
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(b) the Investment Advisor Defendants and/or Alliance Distributors used
brokerage commissions and other methods of payment over and above those_ allowed by
Rule 12b-1 to pay for the “shelf-space” programs, and that the revenue-sharing payments
were in excess of standard sales loads and 12b-i payments;

(c) the Iﬁvestment Adviser Defendants and/or Alliance Distributors directed .
brokerage payments to firms that favored AllianceBernstein Funds to satisfy bilateral
arrangements with brokerages pursuant to “shelf-space” prdgrams and that this directed
brokerage was a form of marketing that was not disciosed in 6r authorized by the
AllianceBemnstein Funds Rule 12b-1 Plan;

(d)  the Investment Adviser Defendants and/or Alliance Distributors
compensated 'them‘s-elvcs out of investor assets for any payment they made éursuant to
revenue-sharing agreements; -

(¢)  such revenue-sharing payments created undisciosed conﬂicté of interest;

® the AllianceBernstein Funds Rule 12b-1 Plans were not in compliance
with Rule 125-1, and that payments made pursuant to the plan were in Qiolation of
Section 12 of the Investment Company Act because, ainoﬁg other reasons, the plan was

not properly evaluated by the Director Defendants and there \/va.s not a reasonable
likelihood that the plan would benefit the Funds and their shareholders;

(g ’ any economies of scale achieved by mérkeﬁhg of the AllianceBernstein
Funds to investors were not passed on to AllianceBerhstein Funds investors; but rather, as

the AllianceBemstein Funds grew, fees charged to AllianceBernstein Funds investors

continued to increase; and
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(h)  the Director Defendants had abdicated their duties under the ‘Investment
Company Aqt and their common law fiduciary duties, failed to monitor and supervise the
Investment Adviser Defendants and, as a consequence, the Investment Adviser
Defendants were able to systematically skim millions of dollars from the investors of
Alliancerernstein Funds.
"The Semi-Annual Reports Were False and Misleading
171.  Defendants filed Semj-Annual Reports with. the SEC for each of the

AllianceBemstein portfolios or funds. These reports were also sent to shareholders of the Funds,

~ including Plaintiffs.

172.  Each of the Alliance Semi-Annual Reports issued during the Class Period failed
to properly disclose to investors material information about the AllianceBemstein Funds and the

fees and costs associated with them. Each of the AllianceBernstein Annual Reports contained

- the same materially false and misleading statements and omissions regarding 12b-1 fees.

173.  The April 30, 2001 Semi-Annual Report for the Alliance All-Asia Investment
Fund is similar in substance to all AllianceBemstein Fund Semi-Annual Reports issued during

the Class Period and states: : y

Distribution Services Agreement

The Fund has adopted a Distribution Services Agreement (the
"Agreement") pursuant to Rule 12b-1 under the Investment
Company Act of 1940. Under the Agreement, the Fund pays
distribution and servicing fees to the Distributor at an annual rate
of up to .30 of 1% of the Fund's average daily net assets
attributable to Class A shares and 1% of the average daily net
assets attributable to both Class B and Class C shares. There are no
distribution and servicing fees on the Advisor Class shares. The
fees are accrued daily and paid monthly. The Agreement provides -
that the Distributor will use such payments in their entirety for
distribution assistance and promotional activities. The Distributor
has advised the Fund that it has incurred expenses in excess of the
distribution costs reimbursed by the Fund in the amounts of
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$3,498,927 and $651,372 for Class B and Class C shares
respectively. Such costs may be recovered from the Fund in future
periods so long as the Agreement is in effect. In accordance with
the Agreement, there is no provision for recovery of unreimbursed
distribution costs incurred by the Distributor beyond the current
fiscal year for Class A shares. The Agreement also provides that
_the Adviser may use its own resources to finance the distribution
of the Fund's shares.

. [Emphasis added].

174. - The above statement is materially false and miéleading- in that it fails to state that

Alliance used 12b-1 fees to participate in “shelf-space programs” to provide kickbacks to brokers
| for di:écting their clients into AllianceBernstein Funds: and by failing to reveal the massive
aggregate amounts involved and the benefits received by the Investment Adviser Defendants

from that program. Addifidnally, the above sfatement is materially false and misleading for the

following reasons:
(a) tﬁe Investment Adviser Defend;nts and/or Alliance Distributors used
. investor assets to pay broker-dealers to satisfy bilateral arrangements with brokeragqs
known as “shelf-space” programs whereby the broker Steered clients into -
| AlﬁanceBeméteﬁn Funds;
(b)  the Investment Advisor Defendants and/orrAlﬁance Disiributors used
4brokerage commissions and omér methods of payment over and above those allowed by
Rule 125—1 toﬁay fdrthe “shelf-space” érogfamé, and that the' revenue-sharing paym_ents '
wére in excess of standard sales loads and 12b-1 payments; |
(c) 7 the Investment Adviser Défendants and/or Alliance Distributors directed

brokerage payments to firms that favored AllianceBernstein Funds to satisfy bilateral

arrangements with brokerages pursuant to “shclf-spacé” programs and that this directed
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brokerage was a form of marketing that was not disclosed in or authorized by the
AllianceB_ernstein’Funds Rule 12b-1 Plan;

(d  the investment Adviser Defendants and/or Alliaqce Distributors
compensated thcmselvés out of inv_eétor assets for any payment they made pursuant to
reveﬁﬁe’-sharing agreements;

~ (¢e)  suchrevenue-sharing payments created undisclosed conflicts of interest;
(D ;,the AllianceBemstein Funds Rule 12b-1 Plans were not- in compliance
with Rule 12b-1, and that paylﬁents made pursuént to the plan were in violation of
- Section ‘12 of the Invésunent_Compaqy Act because, among other reasons, the plan was
not pl;oper-ls' eilaluated by tﬁe -Ijiréétérbéfendéﬁts éﬁd theré. was not a reasqnable
lil{_elihood that the plan would benefit the Fundsy émd their shareholders;

® any economies of scale achieved by ma;keting of the AllianceBernstein

'Funds to investors were not péssed on to AllianceBernstein Funds investors; but rather, as
the AllianceBernstein Funds grew, fees charged to AllianceBernstein Funds investors
continued to increase; and |

(h) ~ the Director Defendants had abdicated their duties under the Ipvestment
Company Act-and their common‘ law‘f}ducial_'y duties, failed to monitor and supervise the
,In‘vestm'e‘nt A‘dviser Defendants and, as a consequence, the Investment Adviser
Defendants were able to systematically skim millions of dollars from the investors of

AllianceBemstein Funds. |

PLAINTIFFS’ CLASS ACTION ALLEGATIONS

175.  Plaintiffs bring these claims (except for Count V that is brought déﬁvaﬁvely on
behalf of the AllianceBernstein Funds) as a class action pursuant to Federal Rule of Civil

Procedure 23(a) and (b)(3) 'on behalf of a Class, consisting of all persons or entities who held

DOCS\254975v1 : 67



e
P,

ishares, units, or like interests in any of the AllianceBernstein Funds between June 22, 1999 and
March 22, 2004, inclusive (the “Class Period”), gnd who were damaged thereby (the “Class”).
Excluded from the Class are defendants, members of their immediate families and their legai
repfesentatives, heim,"‘j__:suecesso_rs or assigns and any entity in which defeﬁdants' have or had a
controlling interest. |

176. - The menﬁbers of the Class are 50 numerous that joinder of all membersis
impracticable. While the exac.t.number of Class members is unknown to plaintiffs at this .tﬁne

and can only be ascertained through appropriate discovery, plaintiffs believe that there are many . .

- thousands of members in the proposed Class. Record owners and other members of the Class

may be identified from records maintained by Alliance, Alliance Distributors, and other
defendants and may be notified of the pendency of this action by mail, using the form of notice
similar to that customarily used in securities class actions.

177.  Plaintiffs’ claims are typical of the elaims of the other members of the Class as all

members of the Class are similarly affected by defendants’ wrongful conduct in violation of

federal and state law that is complained of herein.

178.  Plaintiffs will fairly and adequately profect the interests of the other members of
t_he Class and have retained counsel comp;etent and experienced in class and securities litigation.

179. Common questions of law and faet exist as to all membe;s of the Cl‘ass and
predominate ovef any dﬁestions selely affecting individual members_ of the Class. Among the |
questions of law and fact common to the Ciass are:

(2 whether the Investment Company Act was violated by Defendants’ acts as "

alleged herein,;
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(b)  whether the Investment Advisers Act was violated by Défehdants’ acts as
alleged herein; |
(c) whether statements made by Defendants to the investing public during the
Class Period misrepresented material facts about the business, operations, and financial -
. statéments of the AllianceBemstein Funds; |
" (d)  whether Defendants b;eached their common law fiduciary duties and/or
lmo@ingly aided and abetted corﬁmoﬁ law breaches of fiduciary duties; and
- (¢)  to what extent the members of the Class have sustained damages and the
- proper measure of dafnages.

180. A class action is superior to all other available methods for the fair and efficient
adjudication of thlS controversy since joinder of all members is impréctica“ole. Furthermore, as
the damages suffered by individual Class members may be relatively small; the expense and
burden of individual liti gatidn make it virtually impossible for members of the Class to
individually redress the wrongs done to them. There will be no difficulty in the management of
this action as a class action.

Demand on the Boards to Take Cori'ec‘tive Action Would Be Futile,

181. * Plaintiffs have not made any demand on the Boards of Directors of the’

- AllianceBernstein Funds (the “Boards”) to institute this action for its derivative claim brought

pursuant to the Investment Adviser Act in Count V below. 'Such demand would be a futile act
beq\ause the Boards are incapéble of making an independent and disinterested decision for i:he :
foll(;;f/'ing reasons:

182.  As alleged in detail herein, each of the Director Defendants was appointed by, and

serves at the pleasure of, the Investment Adviser Defendants. Each of the Director Defendants is

controlled by and beholden to the Investment Adviser Defendants for his or her position and .
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- substantial compensation as a Directors. Alfhough as‘a technical matter, the shareholders have a

right to vote out the Director, the Directors know that this is extremely unlikely if the Investment
Advisers support the Directors, which they have done throughout fhe Class Period. Accordingly;
each of the Alliénce Directors is incapable of evaluating a demand indep'endently and
disintérestedly.

183. .Because of their lack of independence from the Investment Adviser Defendé.nts,

the Director Defendants wrongfully approved advisor fees, revenue sharing, directed brokerage,

-12b-1 fees, Soft Dollars, and the materially misleading disclosures in the Alliance Prospectilses.

in each of the years they served as Director.

184. = As alleged in detail herein, each of the Director Defendants knowingly

. participated in, approved, and/or recklessly disregarded the wrongs complained of herein. The

-conduct of the Director Defendants was in breach of their fiduciary duties and could not have

\

been an exercise of good faith business judgment.

185. The Director Defendants allowed a course of conduct that prejudiced the

2AllianceBernstein Funds and investors as the Director Defendants allowed' the excessive fees to

be charged and shareholder investments to be used for improper purposes such as kickbacks to~

~ brokers. The payment of kickbacks to brokers was conduct that should have been prevented by

the Director Defendants, but was not.

186.  The Director Defendants also were self-interested in the improper kickbacks paid

to brokers who steered their clients’ assets into the AllianceBernstein Funds in order to increase

thé'assets m the Funds. Growth of a mutual fund is one of the keys to its surv_ival, for if a mutual
fund’s assets stagnate or decrease; there is a great likelihood that the fund will be disbapded or

merged with another fund. If the mutual fund is disbanded or merged, the board members for
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that fund necessarily lose their positions on the fund’s board as well as the compensation for

sitting on the fund’s board.

187.  Additionally, each of the Director Defendants’ received substantial payments and
benefits by virtue of his or her membership on one or more Boards and his or her control of
~hundreds of AlliaqceBernstein Funds. For example:

a) = Defendant Block oversaw 43 companies in the AllianceBernstein fund
complex and oversaw 97 portfolios in the fund complex and received
compensation of $192,600 for the fiscal year ended October 31, 2002.

b) Defendant Diévler oversaw 47 companies in the AllianceBernstein fund
complex and oversaw 101 portfolios in the fund complex and received
compensation of $246,238 for the fiscal year ended October 31, 2002.

) Defendant Dobkin oversaw 44 companies in the AllianceBemstein fund
* complex and oversaw 98 portfolios in the fund complex and received
compensation of $241,700 for the fiscal year ended October 31, 2002.

d) Defendant Foulk oversaw 48 companies in the AllianceBernstein fund
complex and oversaw 113 portfolios in the fund complex and received
compensation of $241,700 for the fiscal year ended October 31, 2002.

‘¢)  Defendant Michel oversaw 44 companies in the AllianceBemnstein fund
complex and oversaw 98 portfolios in the fund complex and received
compensation of $201,950 for the fiscal year ended October 31, 2002.

f) Defendant Robinson oversaw 46 companies in the AllianceBemstein fund .
complex and oversaw 96 portfolios in the fund complex and received
compensation of $193,100 for the fiscal year ended October 31, 2002.

1,88. Each of the Directpr Defendants has thus benefited from the wrongdoing herein
allegéd, has engaged in such condubt to preserve his or her positions of control a.nd‘the benefits
thereof, aﬁd has been compensated for such conduct by payments from Fund assets .

_189. Each of the Dir¢ct01;-Defenda;11ts were Directors during the Class Period and most
continue té serve as a Director, and the Director Defendants compﬁse the Boards. Thus, in order
tb bring this aqtion for breaching their ﬁdugiary duties, the Director Defendants would be

required to sue themselves and their fellow Directors with whom they ha_ve had close business
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and personal relationships throughout the Class Period. ACcordingly,'a majority of the Boards is
incapable of evaluating a demand independently and disinterestedly.

INVESTMENT COMPANY ACT CLAIMS

COUNT I

AGAINST THE INVESTMENT ADVISER DEFENDANTS AND
. _ THE DIRECTOR DEFENDANTS FOR VIOLATIONS OF SECTION
-~ 34(b) OF THE INVESTMENT COMPANY ACT ON BEHALF OF THE CLASS

190. . Plaintiffs repeat and reallege each and every allegatioﬂ éontainéd above as if fully
éet forth herein, except any aliegatibns of fraud. |
- 191 This Count is asserted agains.t the-lInvestment. Adviser Defendants in their rble as
,i_nvéstment advisers to the AllianceBernstein i?uﬁds and against the Director Defendants for their

roles in the creation, approval, and dissernination of the materially false and misleading Annual -

Reports, Semi-Annual Reports, Registration Statements, Prospectuses, and Statements of °
-Addit'ional Inforniation.

192. | The Investment Adviser.Deféndants and the Director Defendants made untrue
statemenﬁ of material facf in Registration Statements and Annual and Semi-Annual Reports filed
and disseminated pursuant to the Investment Company Act and omitted to state facts necessary
to prevent the sfatements made therein, in light of the cifcﬁmstanceé under‘which‘tﬁey‘ were
made, from being materially false and misleading. The -In.vestment Adviser Defendants and
Di_rector Defendants failed to disclose the following:

(a) that the Investment Adviser Defendants authorized the péyinent from fund

J' R -~

assets of excessive commissions to broker dealers in exchange for preferential marketing

services and that such payments were in breach of their fiduciary duties, in violation of Section

12b of the Investment Company Act, and unprotected by any “safe harbor”;
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()  that the Investment Adviser Defendants and/or Alliance Distributors

- compensated themselves out of investor assets for payments made pursuant to revenue-sharing

agreements;

" (¢)  that the Investment Adviser Defendants and/or Alliance Distributors

directed brokerage and other payments to firms that favored AllianceBernstein Funds, which was

-a form of mérketing that was not disclosed in or authorized by the AllianceBernstein Funds Rule
12b-1 Plan;

(d that the AllianceBernstein Funds Rule 12b-1 Plan was not in compliance

“with Rule 12b-1, and that payments made pursuant to the plan were in violation of Section 12 of

fhe Investment Company Act because, among other reasons, the plan was not properly evaluated
By the Director Defendants and there was not a redsonab.le likelihood that the plan would benefit
the company and its-shareholders;

(¢)  that by paying brokers to aggressively stéer their clients to the

AllianceBemstein Funds, the Investment Adviser Defendants were knowingly or recklessly

_aiding and abetting a breach of fiduciary duties, and profiting from the brokers’ improper

conduct;
® that any economies of scale achieved by marketing of the

AllianceBernstein Funds to new investors were not passed on to AllianceBernstein Funds

investors; on the contrary, as the AllianceBernstein Funds grew, fees charged to

AllianceBemstem Funds investors Aincreased;
| (g)  that defendants ﬁnproperly used Soft Dollars and excessive commissions,
paid from AllianceBernstein Funds assets, to pay for overhead expenses the cost of which should

have been borne by Defendants and not AllianceBemstein Funds investors; and
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" (h) that the Director Defendants had abdicated their duties under the -
Investment éomp’any Act and their common law ﬁduciary duties, that the Director Defendahts
failed to monitor and supervise the Investment Adviser Defendants and that, as a consequence, -
the Investment Adviser Defendants were able to systematically skim millions and millions of
ddliﬁrs from the AllianceBernstein Funds.

193. By reason of the conduct described above, the Investment Adviser Defendants

.and the Director Defendants violated Section 34(b) of the Investment Company Act.

194 Asa direct, proximate and foreseeable result of the Investment Adviser

Defendants’ and Director Defendants’ violation of Section 34(b) of the Investment Company

Act, AllianceBernstein Funds investors have incurred damages.

195 . Plaintiffs and the cher members of the Class have Been specially injured by the
defendants’ ﬁolatibns of Section 34(b) of the Investment Company Act. Such injuries were
suffered directly by the éha.reholders. _

196.  The Investment Adviser Defendants and the Director Defendants, individually

and in concert, directly and indirectly, by the use, means or instrumentalities of interstate

-commerce and/or of the mails, engaged and participated in a continuous course of conduct to

conceal such adverse material information:
COUNT I

AGAINST ALLIANCE DISTRIBUTORS, THE INVESTMENT
ADVISER DEFENDANTS, AND THE DIRECTOR -
DEFENDANTS PURSUANT TO SECTION 36(a) OF THE
- INVESTMENT COMPANY ACT ON BEHALF OF THE CLASS

197.  Plaintiffs repeat and reaﬂege each and every allegation contained above and

otherwise incorporates the allegations contained above, except for .
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- 198.  This Count is brought by Plaintiffs (as AllianceBemsteianunds securities
holders), on behalf of themselves and the other members of the Class, against Alliance
Distributors, the Investment Adviser Defendants, and the Director Defendants for breaches of
their ﬁduciary duties as defined by Section 36(a) of the Investment Company Act. |

199.  Alliance Distributors, the Investment Adviser Defendants,‘ax‘ld the Director
Defendants each had a fiduciary duty to Fiajntiﬂ‘s and the other members of the Class. |

200. Alliance Distributors, the Investment Adviser Defendants, and the Director

-Defendants violated Section 36(a) by improperly charging investors in the AllianceBernstein

'Funds purported Rule 12b-1 marketing fees; by drawing on AllianceBernstein Funds assets to

make undisclosed payments of Soft Dollars, directed brokerage, and excessive commissions, in
violation of Rule 12b-1; by making improper revenue-sharing payments apd directly or indirectly
imposing the cost of such payments on to Funds and their shareholders;

201. Byreason of the conduct described above, Aliiance Distributors, the Investment
Adviser Defendants, and the Director Defendants violated Section 36(a) of the Ihveistment |
Company Act.

202. Asadirect, proximate, and foreseeable result of Alliance Distributors’, the

- Investment Adviser Defendants’, and the Director Defendants’ breaches of the fiduciary duties in.

their roles as principal underwriter, investment adviser, and Directors and officers, respectively 2
to Alliance]éemstgin Funds investors, Plaintiffs and the other members of the Class have
incurred millions of dollars in damages.

- 203. * Plaintiffs, in this Count, seek to gnjoin defendants from engaging in such practices
in the future, as well as recover, on their own behalf and on behalf of the other members of the

Class improper Rule 12b-1 fees, Soft Dollars, excessive commissions and management fees
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charged .to the AllianceBemstein Funds and the iﬂdividual investors by Alliance Distributors, the -

o Investment Adviser Defendants, and the Director Defendants.

- COUNT III

AGAINST ALLIANCE DISTRIBUTORS, THE INVESTMENT
: ADVISER DEFENDANTS AND THE DIRECTOR
DEFENDANTS PURSUANT TO SECTION 36(b) OF THE
INVESTMENT COMPANY ACT ON BEHALF OF THE CLASS

- 204.  Plaintiffs repeat and reallege each and every allegation contained above and

- otherwise incorporates the allegations contained above, except any allegations of fraud.

205, This Count is brought by Plaintiffs (as AllianceBemstein Funds securities

holders), on behalf of themselves and the other members of the Class, against Allianice

~Distributors, the Investment Adviser Defendants and the Director Defendants for breach of their

fiduciary duties as defined by Section 36(b) of the Investment Company Act.
206.  Alliance Distributors, the Investment Adviser Defendants, and the Director

Defendants had a fiduciary duty to the AllianceBernstein Funds investors with respect to the

‘receipt of compensation for services and of payments of a material nature made by and to the

VAllia'nce Distributors, the Investment Adviser Defendants, and'thevDirector Defendants. .

. 207. Alliance Distributors, the Investment Adviser Defendants, and the Director

| Defeﬁdants violated Section 36(b) by improperly charging investors in the AllianceBemstein )

Funds purported Rule 12b-1 marketing fees, failing to reduce their advisery fees to reflect the
-be;iiéﬁt received by the Iﬁvestment Adviser Defendants from the 12b-1 payments, and by

drawing on assets of the investors of AllianceBernstein Funds to make undisclosed payments of

~Soft Dollars and excessive commissions in violation of Rule 12b-1, despite the fact that the

payments at issue benefited only the Defendants and not the Funds. In addition, Defendants
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. violated Section 36(b) by wrongfully inflating their advisory fees in an amount that would

compensate them for further revenue-sharing payments made ostensibly from the assets of the

Investment Adviser or Alliance Distributors. By virtue of the forgoing, Defendants charged a

- “fee that is so disproportionately large that it bears no reasonable relationship to the services

rendered and could not have been the j)roduct of arm’s length bargaining” in violation of the

standard set forth in Gartenberg v. Merrill Lynch Asset Mandgeménts, Inc., 694 F.2d 923, 928

' (2d Cir. 1982).

208. By reason of the conduct described above, Alliance Distributors, the Investment

:.Advise‘r Defendants, and the Director Defendants violated Section 36(b) of the Investment

-Company Act.

209. The Director Defendaﬁts received improper payments, in that they were.
compensated in very large amounts in return for tﬁeir violation of their fiduciary duties to
Plaintiffs and the other members of the Clasg. |

210. As adirect, proximate and foreseeable result of the Alliance Distributors’, the
Investment Adﬁser Defefldants’, and the Director Defendants’ breach of the fiduciary duties in
their roles as principal underwriter, investment advisor and oﬂicerS»and Di;ectofs, respectively,

to the AllianceBernstein Funds investors, Plaintiffs and the other members of the Class have

 incurred milli.ons of dollars in damages.

211.  Plaintiffs on behalf of themselves and the oth_érfmembers of th_e Class, in this
coupt seek to fecover all of the improper 12b-1 fees, Soft Dollars‘, exceséive commissions, and
manz;éément fees improperly charged to the AllianceBernstein Funds and the individﬁal
investors by Alliance Distributors, the Investment Adviser Defendants, and the Director

Defendants as alleged herein.
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: = COUNT IV

AGAINST THE INVESTMENT COMPANY ADVISERS (AS
CONTROL PERSONS OF THE DIRECTORS AND ALLIANCE
DISTRIBUTORS) FOR YIOLATION OF SECTION 48(a) OF THE
INVESTMENT COMPANY ACT ON BEHALF OF THE CLASS

212. - Plaintiffs repeat and reallege each and every allegation contained above as if fully
set forth herein, except any allegations of fraud.

213.  This Count is brought Plaintiffs on their own behalf and- on behalf of all other

| :members of the Class pursuant to Section 48(a) of the Investment Company Act against the
‘Investment Company Advisers, who caused the Director Defendants and Alliance Distributors to

- commit the violations of the Investment Company Act alleged herein. It is appropriate to treat

these defendants as a group for pleading purposes and to presume that the misconduct .-

-.complained of herein is the collective actions of the Investor Adviser Defendants, the Director

Defendants, and Alliance Distributors.

214. The Director Defendants and Alliance Distributors are liable under Section 34(b),

36(a), and 36(b) of the Investment Compﬁny Act to Plaintiffs and the other members of the Class

as set forth herein.

215. - The Investment Adviser Defendants were “control persons” of the Director

" Defendants and Alliance Distributors that caused the violations complained of herein. By virtue

of _their positions of operational control and/or authority over the Director Defendants and

"\ Allianée Distributors, the Investment Adviser Defendants directly and indirectly, had the power

,a.ri’d authority, and exercised the same, to.cause the Director Defendants and Alliance
Distributors to engage in the wrongful conduct complained of herein.

216. Pursuant to Section 48(a) of the Investment Company Act, by reason of the

foregoing, the Investment Adviser Defendants are liable to Plaintiffs and the other members of
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~ .the Class to the.same ef(tent as are the Director Defendants and Alliance Distributors for their
pnmary violations of Sections 34(b); and 36(a) and (b) of the Investment Company Act.
217. By virtue of the foregoing, Plaintiffs, and the other members of the Class are

vb.cntitled to damages against the Investment Adviser Defendants.

_ INVESTMENT ADVISER ACT CLAIMS -
COUNTV

AGAINST THE INVESTMENT ADVISER DEFENDANTS UNDER
SECTION 215 OF THE INVESTMENT ADVISERS ACT FOR :
- VIOLATIONS OF SECTION 206 OF THE INVESTMENT ADVISERS .
ACT DERIVATIVELY ON BEHALF OF THE ALLIANCEBERNSTEIN FUNDS -

-218.  Plaintiffs repeat and reallege each and every allegation contained abové as if fully
. set forth herein.
- 219. This Cognt is brought by Plaintiffs den"vativ_ely against the Investment Adviser
Defendants on behalf of the AlﬁanceBemstcin Funds based upon Section 215 of the Investment
 Advisers Act, 15 U.S.C. §80b-15. |
220. The Investment Adviser Defendants served as “investmént adviseréw to the
AllianceBemnstein Funds and the AllianceBemstein Funds investors pu:sﬁant to the Investment
Advisers Act. |
21, As fiduciaries pursuant to the Investment Advisers Act, the .Investmgnt Adviser
Défendants were required to serve the AlliaxxceBérnsfein Funds in a manner in accordance with
the federal fiduciary standards set forth in Section 206 of the Investment Advisers Act, 15U.S.C.
§88i5=6, governing the cohduct of investment advisers.
222.  During the Class Period, the Investment Advis'e_r Defendants breached their

fiduciary duties to the AllianceBemnstein Funds by engaging in a deceptive contrivance, scheme, |

practice and course of conduct pursuant to which they knowingly and/or recklessly engaged in
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. acts, 'u’ansactioné, practices and courses of business which operated as a fraud upon the

AllianceBemstein Funds. As detailed above, the Investment Adviser Defendants skimmed

money from the AllianceBernstein Funds by charging and collecting fees from the

AllianceBernstein Funds in violation of the Investment Company Act and the Investment

_ Advisers Act. The purpose and effect of said scheme, practice and course of conduct was to
enrich the Investment Adviser Defendants, among other defendants; at the expense of the

AllianceBernstein Funds. The .Investr-nen’t Adviser Defendants breached their fiduciary duties

owed to the AllianceBérnstein Funds by engaging in the aforesaid transactions, practices and:
courses of business knowingly or fécklessly s0 as to constitute a deceit and fraud upon the
AllianceBemstein Funds.

223 The.Investment Adviser Defendants are liable as direcf participants in the wrongs
cdmpléined of herein. The Investment Adviser Defendants, because of their position of authority
and control over the AllianceBernstein Funds were able to and did control the fees charged to

and collected from the Allia_ncéBemstein Funds and otherwise 9ontrol the operations of the

AllianceBernstein Funds.

- 224, The Investment Adviser Defendants had a duty to (1) disseminate accurate and -

truthful information with respect to the AllianceBernstein Funds; and (2) truthfully and

uniformly act in accordance with their stated pblicies and fiduciary responsibilities to the

AllianceBernstein Funds. The Investment Adviser Defendants participated in the wrongdoing

.complained of herein in order to prevent the AllianceBernstein Funds from knowing of the

Ini}éstlnent Adviser Defendants’ breaches of ﬁd\iciary duties iil'cluding: (I) the charging of the .
AllianceBemnstein Funds and AllianceBemstein Funds investors improper Rule 12b-1 marketing

fees; (2) making improper undisclosed payments of Soft Dollars; (3) making unauthorized use of
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““directed brokerage” as a fnarketing toolg and (4) charging the AlliainceBemstein Funds for
excessive and improper commission payments to brokers.

225. Asaresult of the Investment Advisers’ xﬁulﬁple breaches of their fiduciary duties
oWed to the AllianceBemnstein Funds, the AllianceBernstein Funds were damaged.

226. The AllianceBemnstein Funds are entitled to rescind their invéstment advisory
contracts with the Investment Adviser Defendants and recdver all fees paid in connection with

“such agreements.

BREACH OF FIDUCIARY DUTY CLAIMS

COUNT VI

" BREACH OF FIDUCIARY DUTY AGAINST THE
INVESTMENT ADVISER DEFENDANTS ON BEHALF OF THE CLASS

227.  Plaintiffs repeat and reallege each of the preceding allegations as though fully set

| forth herein, except allegations of fraud.

228. 'This count is brought by Plaintiffs bn their own behalf and on behalf of all other
members of the Cléss against the Investment.Adviser Defendants for breach of fiduciary duty.
229. " As investment adﬁsers to the AllianceBemstein Funds, the Investment AdVl;ser o
Defendants were ﬁdﬁciaries to Plaintiffs and the other members of the Class and were required
to act with the highest obligations of good faith, loyalty, fair dealing, due care and candor. -
| 230.  As set forth above, the Investmeqt Adviser Defendants breached their fiduciary
duties to Plaintiffs and the other members of the Class.

A

~..231. . Plaintiffs and the other members of the Class have been specially injured as a

_ direct, proximate and foreseeable result of such breach on the part of the Investment Adviser

Defendants and have suffered substantial damages.
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232.  Because the Investment Adviser Defendants acted with reckless and willful -

“disregard for the rights of Plaintiffs and the other members of the Class, the Investment Adviser

Defendants are liable for punitive damages in an amount to be determined by the jury.-.
COUNT VII

'BREACH OF FIDUCIARY DUTY AGAINST THE
DIRECTOR DEFENDANTS ON BEHALF OF THE CLASS

233.  Plaintiffs repeat and reallege each of the preceding allegations as though fully set
forth herein, except allegations of fraud.

234. As AllianceBernstein Funds Directors and Officers, the Director Defendants had a

“fiduciary duty to the AllianceBernstein Funds and AllianceBernstein Funds investors to

* supervise and monitor the Investment Adviser Defendants.

235.  The Director Defendants breached their fiduciary duties by reason of the acts

al_leged herein, including their failure to prevent the Investment Adviser Defendants from (1)

‘issuing deceptive documents to investors; (2) charging the AllianceBernstein Funds and .

AllianceBernstein Funds investors improper Rule 12b-1 marketing fees; (3) making improper

undisclosed payments of Soft Dollars; (4) making unauthorized use of “directed brokerage™ as a

market_ing tool; (5)_charging the AllianceBemnstein Funds for excessive and improper

commission payments to-brokers; and (6) making improper revenue-sharing payments, the cost
of which wa$ bomne by the Funds and their investors.

'236.  Plaintiffs agd the other members of the Class have been_spécially injured asa
direct, proximate and foreseeable result of such breach oﬁ the part of the Director Dcfendants |

and have suffered s_ubstanﬁal damages.
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237.  Because the Director Defendants acted with reckless and willful disregard for the
rights of Plaintiffs and the other members of the Class, the Director Defendants are liable for
punitive damages in an amount to be determined by the jury.

COUNT VIII

AIDING AND ABETTING A BREACH OF FIDUCIARY
DUTY AGAINST ALL DEFENDANTS ON BEHALF OF THE CLASS

1238.  Plaintiffs repeat and reallege each of the preceding allegations as though fully set
forth hereiﬁ, except any allegations of fraud.
1239, At all times herein, the broker dealers that sold AllianceBernstein Funds had

fiduciary duties of loyalty to their clients, including Plaintiffs and the other members of the

Class.

fiduciary duties.

241. By acpepting improper Rule 12b-1 fees, Soft Dollars and excessive commissions
in exchange for aggressively pushing AllianceBernstein Funds, @d by failing to disclose the
receipt of such fees for such purposes, the brokefages.breéchéd their fiduciary. dutie.s,s to Plaintiffs

~ and the other members.of the Class. |

242. Defendants possessed actual or constructive knowledge that the brokerages were
breaching their ﬁduci:‘u'y duties, but nonetheless knowingly provided substantial assistance to the

brokerages by continuing the improper payments, as described herein, for brokerages to push

\,

AllisnceBemstein Funds.
243.  Defendants’ actions, as described in this complaint, were a substantial factor in
causing the losses suffered by plaintiff and the other members of the Class. By participating in

the brokerages’ breaches of fiduciary duties, Defendants are liable therefore.
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. 244, ‘Asa direct, proximate and foreseeable restilt of the defendants’ knowing
narticipation-in the brokerages’ breeches of fiduciary duties, Plaintiffs and the othe; Inembers of
tlie'Class have suffered damagee. |

| 245. Becanse Defendants acted with reckless and willful disregard for tlle rights of
Plamtlﬁ‘s and the other -membel's of the Class, Defendants are liable for punitive damagee in an
amount to be determined by the Jury

UNJUST ENRICHMENT

COUNT IX

AGAINST ALL DEFENDANTS FOR UNJUST
ENRICHMENT ON BEHALF OF THE CLASS

246. " Plaintiffs repeat and reallege each of the preceding allegations as though fully set
forth herein, except any allegations of fraud.

247. Defendants benefited froxn their unlawful acts lhrough the excessi?e and improper
- fees they eharged and received from Plaintiffs and the other meml)ers of the Class. It wouldbe
meqmtable for Defendants to be penmtted to retain the benefit of these overpayments, which
were conferred by Plaintiffs and other members of the Class retained by Defendants

PRAYER FOR RELIEF

| WHEREFORE, Plaintiffs pray for relief and judgment, as follows:

o (A). Determining that this actlon isa proper class act1on and certlfymg
Plamtlffs as the Class representatlve and P1a1nt1£fs A counsel as Class counsel pursuant to Rule 23
-offhe Federal Rules of Civil Procedure;

\ (B)  Awarding compensatory damages in favor of Plaintiffs and the other Class
members against all Defendants, jointly and severally, for all damages sustained as a result of

Defendants’ wrongdoing, in an amount to be proven at trial, including interest thereon;
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o (C) * Awarding punitive damages in favor of Plaintiffs and the other Class
members against all Defendants, jointly and severally, for all damages sustained as a result of
Defendants’ wronédoing, m an amount to be proven at trial, including interest thereon;

(D)  Awarding the AllianceBemstein Funds rescission of their contracts with
tﬁe Inve's-tment Adviser Defendahts, including recovery of all fees which would otherwise apply,
and recovery of all fees paid to the Investment Adviser Defendants;

(E) Ordering an accounting of all AllianceBernstein Funds-related fees,
,c'ommibssions, and SoftvDollar_ payments;

®. Orderipg restitution of all unlawfully or discriminatorily obtained fees and

charges;

- (G) Awarding such other and further reliéf as this Court may deem just and

| proper, including any extraordinary equitable and/or injunctive relief as permitted by law or

equity to attach,"impc.)_und or otherwise restrict the Defendants’ assets to assure that Plaintiffs and
the Class have an effective remedy; - |

(H)  Awarding Plaintiffs and the Class their ’reasonable costs and expenses
incurred in tin's actibn, including counsel fees é.nd expeft fees; and

(D Such other and further relief as the Court may deem just and propér.
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Plaintiffs hereby demand a trial by jury.

Dated: Febmary 1, 2005
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-JURY TRIAL DEMANDED

 Jerome M. Congress (JC-2060)
Janine L. Pollack (JP-0178)

Kim E. Levy (KL-6996)

Michael R. Reese (MR-3183)
" One Pennsylvania Plaza
-~ New York, New York 10119-0165

(212) 594-5300
Plamtljfs Co-Lead Counsel
WOLF POPPERLLP

Marian P. Rosner (MR 0410)
Michael A. Schwartz (MS 2352)

James A. Harrod (JH 4400)

Ken H. Chang (KC 8491)
845 Third Avenue

- New York, New York 10022
-~ (212) 759-4600°

Plaintiffs’ Co-Lead Counsel

STULL, STULL & BRODY

Jules Brody (JB 9151)

" Aaron Brody (AB 5850)
-~ Mark Levine

6 East 45 Street

~ New York, New York 10017

(212) 687-7230
Plainn:ﬁ's’ Co-Lead Counsel

SCHIFFRIN & BARROWAY, LLP
Marc A. Topaz

Richard A. Maniskas

280 King of Prussia Road

Radnor, PA 19087

(610) 667-7706
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- BRODSKY & SMITH, LLP

4

' LAW OFFICES OF CHARLES J. PIVEN, PA.

Charles J. Piven

Marshall N. Perkins _
The World Trade Center - Baltimore
Suite 2525

401 East Pratt Street -

Baltimore, Maryland 21202

- (410) 332-0030

Evan J. Smith

"Marc Ackerman

240 Mineola Boulevard
Mineola, NY 11501
(516) 741-4977

WEISS & LURIE

Joseph H. Weiss (TW 4534)
Richard A. Acocelli

551 Fifth Avenue, Suite 1600
New York, New York 10176
(212) 682-3025

Additional Plaintiffs’ Counsel
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'EXHIBIT A

Alliancebernstein Technology Fund
Alliancebemstein Growth & Income Fund
Alliancebernstein Health Care Fund
Alliancebemstein Disciplined Value Fund
- Alliancebernstein Mid-Cap Growth '

* " Alliancebemnstein Real Estate Investment Fund

. Alliancebernstein Growth Fund .
Alliancebernstein Select Investor Series Biotechnology Portfolio
Alliancebemnstein Small Cap Value Fund
'Alliancebernstein Premier Growth Fund
-Alliancebernstein Select Investor Series Technology Portfolio

. Alliancebernstein Value Fund
Alliancebemnstein Quasar Fund
Alliancebernstein Select Investor Series Premier Portfolio

" Alliancebemstein Utility Income Fund '
Alliancebernstein Balanced Shares
Alliancebernstein Disciplined Value Fund
‘Alliancebernstein Global Value Fund
Alliancebernstein International Value Fund
Alliancebernstein Real Estate Investment Fund
Alliancebemnstein Small Cap Value Fund
Alliancebernstein Utility Income Fund
Alliancebemstein U.S. Large Cap Portfolio -

Global & International Stock Funds

Alliancebernstein All-Asia Investment Fund
Alliancebernstein Global Value Fund

Alliancebernstein Greater China '97 Fund
Alliancebernstein International Premier Growth Fund
Alliancebernstein International Value Fund
Alliancebemstein Global Small Cap Fund
Alliancebemnstein New Europe Fund

Alliancebernstein Worldwide Privatization Fund
Alliancebernstein Select Investor Series Biotechnology Portfolio®
Alliancebernstein Select Investor Series Premier Portfolio

- Alliancebemnstein Select Investor Series Technology Portfolio

Alliancebernstein Americas Government Income Trust

- Alliancebemnstein Bond Fund Corporate Bond Portfolio
Alliancebernstein Bond Fund Quality Bond Portfolio
Alliancebernstein Bond Fund U.S. Government Portfolio
Alliancebernstein Emerging Market Debt Fund
Alliancebernstein Global Strategic Income Trust
Alliancebernstein High Yield Fund
Alliancebernstein Multi-Market Strategy Trust
Alliancebernstein Short Duration
Alliancebernstein Intermediate California Muni Portfolio
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- . "Alliancebernstein Intermediate DiversiﬁedMﬁni Portfolio

Alliancebernstein Intermediate New York Muni Portfolio
Alliancebernstein Muni Income Fund National Portfolio
Alliancebernstein Muni Income Fund Arizona Portfolio
Alliancebernstein Muni Income Fund California Portfolio

- Alliancebernstein Muni Income Fund Insured California Portfolio

Alliancebernstein Muni Income Fund Insured National Portfolio

- Alliancebernstein Muni Income Fund Florida Portfolio
~Alliancebemstein Muni Income Fund Massachusetts Portfolio

'Alliancebernstein Muni Income Fund Michigan Portfolio
Alliancebernstein Muni Income Fund Minnesota Portfolio
Alliancebernstein Muni Income Fund New Jersey Portfolio

 Alliancebernstein Muni Income Fund New York Portfolio
. _-Alliancebemstein Muni Income Fund Ohio Portfolio
. Alliancebernstein Muni Income Fund Pennsylvania Portfolio

Alliancebernstein Muni Income Fund Virginia Portfolio
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~ VERIFICATION
I, Cooper Aucoin, hereby verify under penalty of perjury that T have reviewed the
Consolidated Amended Complaint and authorized its {iling and that the foregoing is true

and correct to the best of my knowledge, information and belicf.

January 31, 2005 . /

A .
Cooper Alucoin
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VERIFICATION

L _Mgaﬁcﬂ_ﬁ%& hereby verify under

penalty of perjury that I have reviewed the Complaint and authorized its filing and that the

‘foregoing is true and correct to the best of my knowledge, information, and belief.

Dated: _/ ~ Z[ —(}5 , 4
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VERIFICATION

L Lhomers D $Margare?” T, Le Pigue hereby verify udes

penalty of perjury that I have reviewed the Complaint and authorized its filing and that the

' ‘foregding is true and correct to the best of my knowledge, information, and belief.

Dated: /=7|-035"
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VERIEICATION

1, /—ﬁhd(m \1&( ()(i , hereby verify under

penalty of perjury that I have reviewed the Complaint and authorized its filing and that the

_ ‘for'egoing'is true and correct to the best of my knowledge, 'infomiarion, and belief.

Daed: l{/@/%
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. FEB-V1-Z280U> 18-45

I, Jacx & . gn-./«:en + Manrusé Er';m, hereby verify under

penalty of péxjury that I have reviewed the Complaint and authorized its filing and that the

e foregoing is true and correct to the best of my knowledge, information, and belief.

| ' Dated: {/-2:f/ér QMJW -
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FEB-81-2885 10:44 P.03/28

VERIFICATION.
L Taere @ Y/ Marralf. [Piwciea ) , hereby verify under

penalty of perjury that I have reviewed the Complaint and authorized its filing and that the

foregoing is true and correct to the best of my knowledge, information, and belief.

Dated: £ a,{ o Qo &, @,«éa..(
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VERIFICATION

1, George W. Bookhout, as Trustee and on Behalf of the Bookhout Family Trust, hereby
- verify under penalty of perjury that I have reviewed the Complaint and authorized its filing and

that the foregoing is true and correct to the best of my knowledge, information, and belief.

N .Dated:’Janu;azyg_wé’J 2005 | M _

_George W. Bookhout
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VERIFICATION

We, John H. Salentine and Melva Jean Purnell hereby verify under penalty of perjury

_ that we have reviewed the Complaint and authorized its filing and that the foregoing is true and

correct to the best of onr knowledge, information, and belief.

Dated: February.l, 2005 Q%% m

.lm(\m SALENTI 7~ -

s . -~
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IAFFIRMA.TI‘ON OF SERVICE |
' I_,'Susan‘ Gréenwood, affirm that on thé' 1** day of February, 2005, I c_éused atrue and .
corréct‘c'oipy of the CONSOLIDATED ANIENbED COMPLAINT by Federal Express upon the
N foliowing: |

CLIFFORD CHANCE USLLP
Mark A. Kirsch (MK-7806)
Robert G. Houck (RH-0243)

Mark Holland (MH-6494)
31 West 52nd Street
New York, New York 10019

SULLIVAN & CROMWELL
John L. Hardiman (JH-3872)
- 125 Broad Street
"New York, NY 10004

O’MELVENY & MYERS LLP
Martin Glenn (MG-5761)
- Times Square Tower
7 Times Square
New York, NY 10036

VENABLE LLP
Richard L. Wasserman (RW-8696)
Stewart Webb, Jr.
1800 Mercantile Bank & Trust Building
2 Hopkins Plaza :
Baltimore, MD 21201

Susan M. Gfeenwood




